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  An Occasional Newsletter from the National Infrastructure Unit Issue #5 April 2013 

 
Welcome to the latest Infrastructure Update, the occasional newsletter from the National Infrastructure Unit.  It is 
nearing two years since the last National Infrastructure Plan (the Plan) was published and the Team has been 
working with the National Infrastructure Advisory Board and Ministers to do some thinking about the progress 
that has been made and where energies and efforts are best prioritised.  This process has included reflecting on 
feedback from stakeholders as well as looking ahead to the next Plan.    Over the page you will find some of our 
thoughts on this and on our website you will find our work programme for 2013.  The work programme is 
focussed on building the evidence base, a key constraint in producing the 2011 Plan and a barrier to holding 
effective conversations on how we are placed against achieving the outcomes of the Plan and the priorities for 
future action and investment.  Alongside the specific Plan focussed actions, the Team has a busy role across 
the policy work programme and providing infrastructure related advice to agencies and Ministers based on the Plan’s principles.  The 
policy work we will be focussing with other departments and agencies on includes the Better Local Government work programme and 
housing affordability, future transport investment, the 700Mhz spectrum auction, RMA and freshwater reforms, oil and gas security, 
the telecommunications Act and TSO reviews.  All in all, it is shaping up to be a busy year for both the Team and the Board but one 
that should see substantial progress made on the infrastructure agenda. 
 
Elsewhere in this issue of Infrastructure Update we provide an update on the PPP programme, including welcoming John Park as the 
new head of the PPP programme.  We highlight the discussion documents that have been published recently, including those 
considering Resource Management Act reforms and freshwater reforms.  All are important components of planning, funding and 
building infrastructure and it is encouraging to see the improvements being discussed.  There have also been a few interesting 
infrastructure reports published and we look at a couple of these, including the McKinsey Report, the OAG report on local authorities 
long term plans and the Commerce Commission report Electricity distributors’ performance from 2008 to 2011.  Haydn Read 
(Wellington City Council) has also provided some thoughts on the importance of asset data for local government. 
 
As a Team, we appreciate the continued support for the Plan and the work programme to deliver a challenging but achievable vision.  
As always, your feedback is most welcome. 

National Infrastructure Unit 
   

New NIU Team members 
The last few months have been exciting times for NIU as we have welcomed three new 
staff members: 

 Jon Butler, Senior Analyst, focussing on Transport issues. Jon was previously a 
Senior Analyst at the Ministry of Transport. 

 Carrie Cooke, Senior Analyst, focussing on Performance Indicators, Scenario 
Modelling/Trends and Demand Management.  Carrie will also lead 
Communications policy for the Treasury and is new to New Zealand, having come 
from HM Treasury in the UK. 

 Naomi Bennett, Graduate Analyst, focussing on Vote Transport and Vote 
Communications.  Naomi has just completed her PhD from Cambridge. 

Unfortunately, on the flip side we have farewelled Brian Hallinan (Team Leader) and 
Olivia Sullivan (Analyst).  Brian has taken up a new role with the State Services 
Commission while Olivia starts next week at EQC.  Both have made invaluable 
contributions to the Plan and will be missed.  Go well !  

 

NIU website and mailing list 
Keep an eye on the NIU website for our 
latest papers, presentations or reports: 

www.infrastructure.govt.nz 

To provide feedback or be added to the 
mailing list for this newsletter and other 
publications, please send us an e-mail at: 

info@infrastructure.govt.nz 

Collaboration is a key principle of the 
Plan and we are regularly around the 
country working with and talking to the 
infrastructure sector.  Please contact us if 
you would like to share your thoughts 
and ideas.  

http://www.infrastructure.govt.nz/
mailto:info@infrastructure.govt.nz
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The year ahead – direction of travel  
As mentioned on the previous page, we have been doing some work around where to 
next for the Plan.  Important in this work has been your views and the feedback we have 
received.  We have collated this and discussed with Ministers and the National 
Infrastructure Advisory Board.  In summary, we believe that the next Plan needs to 
deliver on five expectations: 

 Reinforce the current strategic direction (the vision and outcomes) 

 Mature the debate around future needs and responses 

 Be a collective infrastructure plan by NZ Inc across the private sector, central and 
local government 

 Have increased specificity about the action plan and future investment programme 
required to achieve the strategic direction 

 Be underpinned by a more robust evidence base of future need and current 
performance 

To meet these expectations, we have mapped out our work programme for the next 
few years and are proposing a multi-stage approach to help produce the next Plan for 
the Government. 

2013 - evidence 

The 2013 work programme will be focussed on building the evidence base and 
developing the initial story of what this is telling us.  Key workstreams will include: 
Performance indicators; Trends and scenario modelling; Resilience; and the delivery of 
the first ten-year Capital Intentions Plan. 

2014 – story and response 

We propose to bring this evidence base and initial story together into a collated 
publication early in 2014 to provide a base for more in-depth discussions to flesh out 
the story and develop an agreed and prioritised response (action plan). 

2015 – New Zealand National Infrastructure Plan 

The final stage of the process will be to produce a New Zealand National Infrastructure 
Plan that meets expectations including a more specific and detailed action plan and 
investment programme to achieve the strategic direction set out in the 2011 Plan. 

We are interested in your views and feedback on this process and the expectations. 

 

 

 

 

Performance indicators 
update 
Following updates in the last two 
newsletters, work is now concluding on 
the draft stage of the performance 
indicators.  

Workshops were held across the country 
in December, and we would like to thank 
all those who attended and provided input 
and feedback on the performance 
indicator framework.  

Consultants Covec and Beca were then 
commissioned in December, to take 
forward the framework and to propose a 
list of indicators for each sector. These 
indicators must be collectable in the most 
part from existing data and must be such 
that they can be aggregated into a higher 
level assessment of each sector to inform 
opinion and decision making on NZ 
infrastructure as a whole.  

Covec and Beca produced the final report 
at the end of March, having consulted with 
the Ministries of Transport and Business, 
Innovation and Employment, NZTA, and 
the Department of Internal Affairs, and 
again we would like to thank everyone 
involved for their ongoing support.  

We are now reviewing this report and will 
be taking the proposals to the National 
Infrastructure Advisory Board and the 
Infrastructure Ministers meeting, both later 
in April, with a view to completing the next 
stage of the work by mid-year. 

This next stage will aggregate the 
indicators into a high level assessment of 
each sector and NZ infrastructure as a 
whole, and will again be completed with 
our colleagues in MoT, MBIE, NZTA and 
DIA  

Our intention is to publish the outcome of 
this stage in the next National State of 
Infrastructure Report in the middle of this 
year. 

The full report from Beca and Covec will 
be posted on the NIU website within the 
next week and we would appreciate any 
comments or feedback that you may have. 

New Zealand
National 

Infrastructure 
Plan

Context Strategic
direction Evidence Story Response

2010 2011 2012     2013 2013   2014 20152014   2015
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PPP update  
 

Things have been very busy in the PPP space over the last period with a number of 
potential projects progressing and a few changes in the PPP Team. 

The first two ‘pathfinder’ projects are well underway with the Hobsonville Point primary 
school opening earlier this year and the secondary school on target to open next year.  
Construction is continuing on Wiri prison and it is targeted to open in 2015. 

With the progress being made on these first two ‘pathfinder’ projects, it is worth 
reflecting on how PPPs are used in New Zealand, as it is quite different to other 
countries. 

The New Zealand PPP model is focussed on delivering improved outcomes, 
innovation, risk transfer and greater certainty over whole of life costs.  A critical factor 
in this is providing the PPP contactor with the maximum flexibility to innovate within 
their solution by specifying the government’s requirements at an outcomes level, rather 
than a detailed prescription of the inputs required.  This also allows the public sector 
agency procuring the asset/service to learn from the solution presented by the PPP 
contractor.  In this way, the innovation can be applied wider than just the one project 
and bring about wider changes across the public sector in how assets are designed, 
managed and operated. 

The Treasury is currently revising the PPP Standard Contract and aims to publish it on 
the National Infrastructure Unit website later in the year.  The next version will 
incorporate lessons and developments from the two pathfinder projects. 

This focus on innovation, whole of life cost certainty and risk transfer is fundamental to 
our thinking around PPPs and a PPP will only be pursued where it can act as a real 
catalyst for public sector change and there are significant opportunities for innovation.   

Transmission Gully 

In the last period, the Government announced that Transmission Gully would be 
procured by a PPP.  Transmission Gully will be the first roading PPP and is being 
progressed by the New Zealand Transport Agency (NZTA).  Financing and building 
Transmission Gully as a PPP will allow the NZTA to move ahead with certainty to 
begin construction of the project in 2014 and open the road by 2020.  Expressions of 
interest have closed and a RFP is expected to be released in May.  Under the PPP, 
the private sector contractor will receive its revenue from NZTA as a performance-
based fee for making the road available and achieving certain outcomes, not through 
the collection of tolls as in some other jurisdictions. 

Other projects 

As well, there are a number of other projects at the business case stage and if they 
proceed, may involve a PPP: 

 Justice and Emergency Services Precinct (Christchurch) – being led by the Ministry 
of Justice. 

 Other Roads of National Significance – assessment of further transport projects 
including the Puhoi-Warkworth section of the Puhoi-Wellsford Road of National 
Significance. 

 Christchurch Convention Centre Precinct - CERA are continuing the development 
of the detailed business case. 

National Infrastructure 
Advisory Board 
The National infrastructure Advisory 
Board was set up in 2009 to advise the 
NIU and the Minister of Finance 
(incorporating Infrastructure). 

The Board provides both the Minister and 
the NIU with advice and perspectives on 
infrastructure project appraisal, capital 
asset management issues and the 
development of the National 
Infrastructure Plan. 

The Board held their first meeting of the 
year on 1 March with four further 
meetings scheduled for this year. 

March meeting 

The main focus of the March meeting 
was on the wider infrastructure planning 
environment and the work underway on 
the local government and resource 
management act reforms.  The meeting 
included a forum where the Board heard 
from a variety of participants including 
the New Zealand Productivity 
Commission, Local Government NZ, 
Infrastructure Efficiency Expert Advisory 
Group, Ministry for the Environment and 
the Department of Internal Affairs. 

Next meeting 

The Board next meets on 22 April and 
will be focussing on the initial story from 
the performance indicators workstream, 
followed by a discussion with the various 
Ministers responsible for the different 
infrastructure portfolios.  

Members and contact 

The Board is chaired by Dr Rod Carr.  
Others members are: Lindsay Crossen, 
Margaret Devlin, Kathryn Edmonds, 
Edward Guy, Dr Terence Heiler, John 
Rae and Alex Sundakov. 

The Board can be contacted via the NIU 
e-mail at:  info@infrastructure.govt.nz  

 

mailto:info@infrastructure.govt.nz
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 Auckland East Prison – The Department of Corrections are investigating options for 
refurbishing or replacing a maximum security facility in Auckland. 

 Counties Manukau Health Park – an indicative business case is being developed 
by the DHB. 

 New schools – the Ministry of Education is investigating procurement options for 
new primary and secondary schools, including those required in Canterbury. 

Recognising the wider focus on innovation and delivering outcomes, the PPP Team is 
working with agencies to scope a number of other opportunities, including with local 
councils and in the social housing sector generally. 

Changes in the PPP Team 

There have been a number of changes recently in the PPP Team with Fiona Mules 
leaving her role as head of the programme and taking up an independent advisory role 
with agencies undertaking PPP projects.  John Park replaces Fiona as the new head of 
the PPP programme.  John brings to the role over 30 years experience in the banking 
and finance sector, across a wide range of disciplines. John’s experience spans 
domestic and offshore markets and senior management roles in funding, trading, 
investment and lending businesses. John joined Treasury in March 2009 to manage 
the Deposit Guarantee Scheme (introduced in 2008). Before joining Treasury, John 
spent 5 years consulting to a range of financial institutions and prior to that, he worked 
for the National Bank of New Zealand where he held a range of senior roles within the 
Bank. 

Other changes in the team include Dan Marshall being joined by Daniel Soughtton who 
has come to the Team from PwC and Maureena Van Der Lim leaving the team to work 
on Treasury’s new role monitoring ACC and Housing NZ.   

 

New Atiamuri bridge open to traffic 
The existing Atiamuri Bridge crosses the Waikato 
River at the boundary between South Waikato and 
Taupo Districts, 39 kilometres north of Taupo. It has a 
limited life and capacity given the current and 
projected high use of the State Highway 1 route by 
freight and other traffic. 

The NZTA has had a permanent 50km/h speed limit in 
place on the existing bridge and has restricted overweight vehicles from using the 
existing bridge since 2009. 

Construction on the new bridge started November 2011 with a cost of $24m. The 
length of the project is 2300m and the new wider carriageway will feature two 3.5m 
lanes and 1.5m shoulders.  The SH1/30 intersection will be upgraded and a 1.5km 
northbound passing lane created as part of the project.  The completed project will link 
to two Waikato River Trails projects (walking and cycling). 

During construction the project team has successfully minimised any impacts on the 
area’s waterways and surrounding environment.  This was recognised when the 
project received an 'Innovative Practice' award from the Waikato Regional Council for 
achieving a high quality of erosion and sediment control on earthworks. 

 

Responding to a tornado  
Scenes of utter devastation confronted 
Vector faults crews as they raced to help 
out in the aftermath of the Hobsonville 
tornado. 

The storm ripped through Hobsonville 
and Whenuapai around midday on 
December 6 2012 killing three men, 
injuring dozens and rendering more than 
200 people homeless. 

1300 homes were left without power after 
the violent storms, which are estimated to 
have caused $11 million worth of 
damage. Every available Vector resource 
was deployed into the area as soon as 
the crews were allowed in on Thursday. 
Poles were snapped in half, others were 
uprooted completely and lines were torn 
away by trees, garden furniture and 
roofing material.  Linesmen worked 
through both Friday and Saturday nights 
to get customers reconnected. 

The repair and restoration of Vector’s 
Hobsonville network was largely 
completed on the Saturday evening.  

Auckland Civil Defence, Police, Fire, 
Vector and other agencies all worked 
well together.  The response was a 
success. 

Prime Minister John Key, touring the 
area, said the loss of life could have been 
far greater. 

``It's far more significant than a very bad 
storm where you have a few trees down. 
It's something you might expect to see in 
the midwest of America, but not in 
Hobsonville,'' Mr Key said. 
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Transport resilience 
The Ministry of Transport’s focus is on a transport system that maximises economic 
and social benefits for New Zealand and minimises harm.   To support its overall focus, 
resilience in the transport system is one of the four long-term outcomes that it will 
pursue over the next 20-plus years. The Ministry of Transport’s current Statement of 
Intent describes being resilient as meeting future transport needs and enduring shocks.  

Ministry of Transport and transport 
agency staff have been involved in 
ongoing resilience-focused work 
which includes contributions to the 
National Infrastructure Plan and the 
National Security System. This 
National Security System sets out a 
comprehensive view of New 
Zealand’s national security 
interests, and describes how 
government agencies will work 
together to manage and respond to 
national security issues. 

The Ministry is also looking to, in collaboration with Transport agencies, further develop 
its thinking and understanding of what resilience means as a concept for the Transport 
sector, and to apply these learnings in its ongoing planning, policy development and 
assessment activities. 

Developments in local government water 
Local government has been discussing a range of pro-active initiatives in the drinking, 
wastewater and stormwater infrastructure space.  These discussions have been lead 
by Local Government New Zealand (LGNZ) with the support of SOLGM and 
INGENIUM. 

The key issues this work will cover include creating a robust evidence and information 
base and more systematically building on best practice.  This is a significant and pro-
active piece of thinking on the part of local government. 

As recognised in the Plan, there are some big challenges in the urban water space, 
especially around information, investment levels and expertise.  Nationally, one of the 
questions raised in the Plan was “the extent to which there may be a ‘hidden’ long-term 
investment problem in the urban water sector” and made the comment that “there is 
currently insufficient good information available at local or national level to develop a 
consistent and credible understanding of the current state of urban water assets”. 

As work is still underway to refine the work programme, discussions will continue within 
the local government sector.  It is hoped that the programme can be confirmed and 
launched by local government soon. 

NIU are fully supportive of a project of this type.  Most exciting from our perspective is 
that local government has been pro-active in identifying this opportunity and are 
working to make it real.  In the end it can provide real benefits to councils and their 
communities. 

For further information on this project please contact LGNZ’s Chief Executive, Malcolm 
Alexander at malcolm.alexander@lgnz.co.nz  

Touring the Waitaki 
power scheme 
In November NIU Team members Brian 
Hallinan and Richard Ward joined a 
Meridian Energy hosted tour of the 
Waitaki power scheme.  Starting from 
Timaru, the tour picked up Lake Tekapo 
and wound its way through to Kurow and 
back to Timaru, taking in the key lakes 
and canals along the way.  Definite 
highlights were walk-throughs of the 
Benmore and Waitaki power stations 
along with the willingness of the staff to 
take time to share their wealth of 
experience and knowledge. 

A big thank you to Gillian Blythe and the 
rest of the Meridian team for organising 
and hosting the tour and to our travelling 
companions – Bruce Smith and Fraser 
Clark from the Electricity Authority.  It 
was a great opportunity to deepen our 
knowledge of this crucial infrastructure 
sector and better understand the issues 
and scale of the assets involved. 

mailto:malcolm.alexander@lgnz.co.nz
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Resource Management Act reforms – discussion document 
Reform of the Resource Management Act 1991 is being undertaken in two phases.  The first phase was completed in 2009 and 
included streamlining and simplifying the RMA, sharpening how councils process resource consents, and setting up a system that 
allows nationally significant consent applications to be dealt with more quickly. 

The second phase is looking to further improve the RMA, and also resource management more broadly, including how fresh water is 
managed and used and an independent review of sections 6 and 7 of the Resource Management Act 1991.  As part of phase two of 
the resource management reforms, on 28 February 2013 the Government released a discussion document setting out its proposals on 
improving New Zealand’s resource management system.    The reforms within the package are divided 
into six core objectives: 

 Greater national consistency and guidance 

 Fewer, better resource management plans 

 An effective and efficient consenting system 

 Better natural hazard management 

 Effective and meaningful Māori participation; and 

 Working with councils to improve their RMA service performance 

Submissions on the proposals closed 2 April and feedback will influence future changes to the system.  
Further information on the Resource Management Act reforms is available on the MfE website, including 
the background documents and research papers - http://www.mfe.govt.nz/rma/reform/phase-two/index.html  

Freshwater reform 2013 and beyond 
Freshwater reform 2013 and beyond proposes a series of reforms to support communities to make better 
decisions, plan, set objectives and limits for their water bodies, and then manage land and water use within 
those limits.  The proposed reforms are the result of a four-year endeavour initiated in 2009, when the 
Government set its strategic direction for freshwater reform and initiated the Fresh Start for Fresh Water 
programme.  The reforms set out a series of staged actions across three key areas: 

 Planning as a community – starting by introducing a collaborative planning option as an alternative to 
the current system under the Resource Management Act 1991. 

 A National Objectives Framework that requires national minimum environmental states in rivers and 
lakes for ecosystem health and human contact. 

 Managing within water quality and quantity limits – starting by requiring councils to better account for 
how all water in a region is used, including how much is taken and what is discharged into it. 

Together these actions have the potential to address the challenges identified for productive water in the Plan, in particular: poor 
investment incentives for long-term investors in large water infrastructure projects; coordination amongst the network of competing 
interests; lack of regulatory support for improved technical efficiency and performance of current on-farm and off-farm irrigation 
infrastructure; degrading of water quality in some areas; water quality and allocation issues; and integration of land use and water 
management. 

Of specific interest are the reforms targeted at managing water quality and quantity limits, starting with developing freshwater 
accounting systems (reform 6) and improving the efficiency of water use (reform 7).  Beyond these, it is the longer-term measures that 
should make a significant impact however, developing these longer-term measures requires the foundation to be built from the 
immediate steps. 

The immediate steps that require legislative change will be contained in the planned 2013 Resource Management Reform Bill and 
there will be further opportunities to engage on other elements proposed, for example, there will be a consultation process as part of 
considering a regulation to implement the National Objectives Framework. 

Further information on the Freshwater reforms is available on the MfE website at: 
http://www.mfe.govt.nz/issues/water/freshwater/freshwater-reform-2013/index.html  

http://www.mfe.govt.nz/rma/reform/phase-two/index.html
http://www.mfe.govt.nz/issues/water/freshwater/freshwater-reform-2013/index.html
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Saving $1 trillion a year: McKinsey Global Institute 
With a by-line of how to save $1 trillion a year, the McKinsey Global Institute report released in 
January 2013 has attracted a lot of attention.  Infrastructure Productivity: How to save $1 trillion a 
year analyses the current and historic infrastructure spend and sets the infrastructure challenge as 
$57 trillion of global infrastructure investment needed between 2013-2030.  Correspondingly, the 
opportunity is $1 trillion annual savings from a viable 60 percent improvement in infrastructure 
productivity. 

The baseline infrastructure need has been determined from three different methodologies, 
including a historic average infrastructure spend of 3.8% of GDP and the value of infrastructure 
stock in most economies averaging about 70%.  Extrapolating these out derives the $57 trillion of 
global infrastructure expenditure required. 

From a review of over 400 case studies of best practice, and the subsequent global extrapolation of 
their impact, the opportunity is identified to save $1 trillion a year.  The savings would be made by 
scaling up best practice in selecting and delivering new infrastructure projects, and getting more 
use out of existing infrastructure.  The report specifically notes that achieving these productivity 
gains will not require groundbreaking innovation, but merely the application of established and proven practices from across the globe. 

Of most interest to us, is the view that pulling three main levers can deliver the potential savings: 

 Improved project selection and optimising infrastructure portfolios – the selection of the right combination of projects.  Precise 
selection criteria are required, ensuring proposed projects meet specific goals; develop sophisticated evaluation methods to 
determine costs and benefits; and prioritise projects at a system level, using transparent, fact based decision making. 

 Streamlining delivery – delivering savings while materially speeding up timelines.  A key source of savings in project delivery is 
investing heavily in early-stage project planning and design.  The report notes that bringing together cross-functional teams from the 
government and contractor sides early in the design process can avoid the alterations that lead to 60% of project delays. 

 Making the most of existing infrastructure assets – boosting asset utilization, optimizing maintenance planning and expanding the 
use of demand management measures. 

The report goes on to say that to secure the savings identified, the infrastructure governance and delivery system needs to be 
upgraded in four important practical ways: 

 Close coordination across infrastructure authorities  guided by a common understanding of broad socioeconomic goals and the role 
of each asset class in achieving them. 

 A clear separation of political and technical responsibilities for infrastructure. 

 Governments must spell out how they divide roles and responsibilities between the public and private sectors, establishing clarity 
on market structure, regulation, pricing and subsidies, ownership, and financing. 

 There needs to be trust–based engagement of stakeholders throughout the process to avoid sub-optimal solutions and 
unnecessary delays. 

The report also concludes that finally, an effective infrastructure system needs two critical enablers – reliable data on which to base 
day-today oversight and long-term planning, and strong public-sector capabilities across the value chain of planning, delivery and 
operations. 

In the New Zealand context, a quick back of the envelope calculation suggests that in 2012/13, capital expenditure on infrastructure 
is well over 3.8% of GDP.  Using the December 2012 Half Year Economic and Fiscal Update (HYEFU), central government capital 
expenditure is projected to be $7.5bn on social assets and $2.5bn on commercial assets, local government is forecast to spend a 
further $2.07bn of capital and the Top 10 NZX companies $2.71.  While not all of this will be “infrastructure”, they total $14.78bn – or 
6.84% of GDP (HYEFU projects GDP at $216bn).  This, plus the ongoing commitment from government to infrastructure spending 
(see page 8 of the Business Growth Agenda - Building Infrastructure Progress Report, November 2012) bodes well. 

Of more interest to the Team, is how we would rate against the other criteria/factors the McKinsey report identifies.  In particular, we 
would be interested in your views on how we are tracking against the different criteria/factors. 
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OAG local authority review of the 2012 LTPs  
In December, the Auditor-General produced her report to Parliament on Matters arising from the 2012-2022 local authority long-term 
plans.  With over $72bn of infrastructure assets, local authorities are an integral part of the National Infrastructure Plan and the report 
provides a useful overview and consolidated picture. 

The 2012 LTPs are the fourth that local authorities have produced.  The main purpose of the LTPs is to outline the financial and non-
financial circumstances faced by the local authority and the local authority’s proposed response to those circumstances.  An LTP 
provides a basis for consultation and decision-making, and also helps the community to hold the local authority to account.  The 2012-
2022 LTPs had a new requirement to include a financial strategy.  The financial strategy is to facilitate prudent financial management by 
providing a guide for the local authority to consider proposals for funding and expenditure against, and by making transparent the overall 
effects of those proposals on services, rates, debt and investment.  The OAG reported that the main themes evident in the financial 
strategies were: 

 reducing or deferring expenditure; 

 an increased use of district-wide funding to spread the costs of infrastructure upgrades for small 
communities; 

 the need for a number of large infrastructure projects to meet legislative requirements; 

 a focus on stabilising or reducing overall debt; and 

 delaying capital projects because of lower or uncertain growth. 

The report found that in the longer term, the LTPs suggest that the financial sustainability of the sector is 
reasonable, with small operating surpluses, reasonable debt levels, and provision for an increasing 
proportion of expenditure on renewing and improving assets. However, some individual local authorities 
are at greater risk than others. 

Further points from the report that are particularly relevant to our interests include: 

 Total rates income during the ten years is forecast at $54.2bn – 52% of the total forecast operating income. 

 $36.8bn is planned to be spent on capital works over the ten-years.  Of this, $7.1bn is because of additional demand (19%), 
$14.7bn is to improve service levels (40%) and $15bn is on asset replacement or renewal. 

 Gross debt is forecast to increase from $9.8bn in 2011/12 to $18.7bn in 2021/22.  The six local authorities expecting to hold 80% of 
the sector’s debt are mainly servicing our largest urban communities - Auckland Council, Wellington City, Tauranga City, Hamilton 
City, Greater Wellington Regional Council and the Tasman District Council. 

 Total local authority assets are forecast to rise over the ten-year period from $106bn to $156.3bn. 

In the context of the National Infrastructure Plan, the report picks up on some of the challenges the Plan outlines.  These include the 
need to better understand asset performance, the potential issues with infrastructure affordability in the longer-term - especially for 
water infrastructure and smaller local authorities.  Points made in the report include: 

 Per head of population, smaller local authorities hold higher levels of fixed assets than larger local authorities.  The report suggests 
this may be from needing multiple schemes to service more widely dispersed populations and the interconnecting roading network. 

 Average incomes of individuals in the two smallest rural groups of local authorities are 26% or $4,000 less than the large 
metropolitan local authorities.  Alongside this, each person in smaller local authorities pays higher rates, so an even higher 
proportion of their income is needed to pay rates.  

 The cost of upgrading/renewal of water infrastructure – three small local authorities are forecasting large percentage increases in 
debt (Grey District 139%, Opotiki District Council 229% and Rangitikei District 445%) of which a significant component due to water 
infrastructure renewals/upgrades. 

 The importance of Asset Management Plans and consideration of the long-term picture beyond the ten-year period of the LTPs.  
This recognises the longer term useful lives of infrastructure and the peaks and troughs of expenditure required. 

The NIU Team will be working with local authorities, DIA, LGNZ and the OAG on unpacking these challenges further.  Packed with a lot 
of other useful information, the report is available on the OAG website at: http://www.oag.govt.nz/  

http://www.oag.govt.nz/
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Electricity distributors 
performance 2008 – 2011 
Issued on 30 January, this Commerce Commission report gives consumers information 
on how well their local electricity distribution business is performing.  It covers key 
aspects of performance of interest to customers, including revenue, demand, service 
reliability and expenditure on the network plus comparisons and trends across the 
industry and for the 29 individual businesses.  Key points include: 

 The average electricity bill for the representative customer increased around 7% 
from 2008–11 over and above inflation, the line charge increased by around 11% 
over the same period. 

 Average line charge revenue per unit of energy increased around 8% for small-
sized users from 2008-11 and around 2% for larger-sized users. 

 From 2008-11 the median duration of interruption was flat while from 2009-11 the 
median frequency of interruptions was also flat. 

 Overall spending increased from 2008-11 by around 7% (or 1.8% a year) from 
$0.97m to $1.04bn. 

 Median operating expenditure grew 13% to $8m while median capital expenditure 
grew 33% to $11m, both from 2008-11, the respective averages were 6% & 8%. 

 In 2011, the largest category of capital expenditure was Asset replacement and 
renewal - $176m – followed by System growth and then Customer connection. 

 Forecasts indicate an expectation of a rising level of network capital expenditure 
which peaks around 2012/13 and then tails off over time. 

The report can be found at: http://www.comcom.govt.nz/media-releases/  

 

New Zealand Gas Story 
The Gas Industry Council (GIC) has recently released the updated version of The New 
Zealand Gas Story.  This report is intended to provide a reference for industry 
stakeholders who have to date only been familiar with the parts of the gas story that 
are closest to them.  It updates the previous industry review in 2006.  

The report is comprehensive with 14 chapters 
covering everything from industry and policy 
evolution through exploration and transmission 
to pricing and finishing with a look at safety and 
environmental sustainability.  

GIC’s hope is that this report will provide a 
valuable contribution in terms of understanding 
the current state and performance of the 
industry, particularly in terms of dealing with 
challenges and opportunities for the coming 
years. 

 The report is available on the GIC website at 
http://gasindustry.co.nz/  

 Business Growth Agenda: 
Building Capital Markets 
progress report 
The sixth Business Growth Agenda 
progress report, Building Capital Markets, 
was released on 27 February and 
outlines 50 initiatives to strengthen New 
Zealand’s capital markets, so they can 
support businesses to grow and create 
jobs. 

It aims to build investor confidence, 
reduce the cost of capital to businesses, 
encourage saving and open the way for 
more international investment. 

Investment via capital markets will play a 
vital role in achieving the Government’s 
target of lifting exports to 40% of GDP by 
2015. 

The Building Capital Markets progress 
report includes seven key initiatives to 
build our capital markets. It also sets a 
goal to: 

Reduce the real interest rate premium 
on New Zealand debt compared to US 

and Australian equivalents 

 

The report is available at the MBIE 
website at: http://www.mbie.govt.nz/what-
we-do/business-growth-agenda/capital-
markets  

 

http://www.comcom.govt.nz/media-releases/
http://gasindustry.co.nz/
http://www.mbie.govt.nz/what-we-do/business-growth-agenda/capital-markets
http://www.mbie.govt.nz/what-we-do/business-growth-agenda/capital-markets
http://www.mbie.govt.nz/what-we-do/business-growth-agenda/capital-markets
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THE TWILIGHT ZONE FOR 
ASSETS: What’s the known Intel 
on sophisticated analytics? 
A think-piece provided by Haydn Read, Manager, 
Strategic Asset Planning, Wellington City Council 

What is asset meta-data anyway?  

Asset managers who manage assets in sophisticated asset management environments will tell you asset meta-data is no less 
important to managing assets as it is to the air we breathe in managing them. 

We all maintain that sound asset management practices involve meeting agreed service level expectations of our communities – no-
one would argue with this. But the challenge is how do we practically and pragmatically do this?   

Peeling away the noise of ‘business as usual’ operational environments, there is one fundamental, we need to know about the 
performance and condition of our assets – and intimately, if we are going to achieve this with any degree of success. In fact, as our 
assets progressively age to ‘end of life’, we need to know them to new levels of intimacy which was not required whilst they moved 
through ‘mid-life’.  Not unexpectedly, as our assets progressively enter into their twilight years (end of life), we managers also now 
need a new kind of information to supplement the old.  This new information specifically allows for the kind of sophisticated analytics 
which can forecast actual end of life – if you like where the theory meets the actual.  Ultimately, it is these same analytics which will go 
on to support the forecasting of renewal profiles for assets and how we might manage risk when fiscal envelope constraints do not 
necessarily allow us to renew all that we need to.   

So for us asset management practitioners, what does this mean? And, really mean and how do we define what we need to know?  In 
the Wellington City Council (WCC) with the recent acquisition of a new Asset Management System for our pipe networks (Innovyze’s 
InfoNet), this provided us with the impetus to revisit the most fundamental layer of our assets – the data.    Asset Managers already 
know the real intellectual property of our assets is actually the asset data (used in the broadest sense).  What WCC has uncovered is 
that when we clearly defined the asset attributes of our assets another level of clarity to interrogate, interpolate and analyse our asset 
data unfolded.  The subsequent approach was to adopt a meta-data standard definition for our assets (and the data schema’s that 
underpinned this) to a granularity equal to an individual asset ID or component level, if necessary, which supported these.   

So delving into the detail for a moment, we know what we know - an asset is designed to 
meet a specific purpose and it is then built based on what we know works.  There are 
examples of standards that reflect drafting symbology for ease of identification or just 
technology for ease of moving data.  Our historical issue we are addressing is more 
fundamental than this.  

Ultimately, if we don’t clearly specify what we want then we are less likely to make sound 
decisions around any investments and the now burgeoning issues of what to do in what 
order? 

In the development of our ‘new asset environment’ we became aware of a process that 
tackled this issue “head-on”. Its fundamental principles included: 

 Addressing the key requirements for asset management 

 Incorporating this change within existing guidelines 

 Creating the possibility of collaboration amongst all stakeholders and 

 Increase confidence in the data stored by asset owners about their assets 

In fact Ivan Misner (founder of the world’s largest business networking group) said – “Success........ is the uncommon application of 
common knowledge” to paraphrase, we know what we have to do but we rarely do it. 
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The tool which WCC adopted to support this foundation stone approach to enable the 
capability described above is a range of asset meta-data schemas delivered under the 
umbrella of A-SPEC.  A-SPEC is a Consortium founded by GISSA International in 
Australia which now assists us with streamlining our asset recording processes for the 
collection of information about our assets. Anecdotally we are already seeing the 
benefits that were once intangible becoming tangible and measureable.  

The suites of modules that underpin the A-SPEC consortium are arranged by asset 
groups, each group is specific into those asset types and classes the meta-data 
standard specifications are underpinned by. 

The standards offer similar productivity and returns on investment across numerous 
asset groups. The common aspect of this is that the delivery of data is bound by the 
specification. The format of the delivery is flexible. The science and logic behind this is 
that technology is no longer the barrier and people will do what they have to but won’t 
unless they have to. We are seeing the impact on work practices and productivity by 
the adoption of technology. We know that to have a significant impact we need many 
adopters.  

While still in its infancy in many ways, what has now become apparent to WCC, is the 
adoption of standards of this sort, means we are now able to start benchmarking asset 
performance, not only within asset classes, but across classes and also potentially 
across organisations and sectors. 

So what does the future twilight zone for assets look like?  Our vision is we are all 
recording our asset data against the same meta-data standards, we are developing 
both intra-sectoral and inter-sectoral benchmarking where we can leverage knowledge 
from across public and private sectors for the benefit of NZ Inc.  We are all using 
sophisticated algorithms supporting both condition and network optimisation modelling 
solutions which will be the business-as-usual approach to investment decisions across 
infrastructural assets.  And finally, it will be no surprise to me in the foreseeable future 
when applied mathematicians, statisticians and actuaries will be no less important to 
the infrastructure sector than the traditional engineers who currently support the sector. 

 
 

Upcoming events 
 National Infrastructure Advisory Board meeting, Wellington, 22 April 

 2013 Petroleum Conference: Advantage New Zealand, Auckland 28 April – 1 May, www.nzpam.govt.nz/cms/conference  

 Ingenium conference, Dunedin 13 – 15 June, www.ingenium.org.nz   

 National Infrastructure Advisory Board meeting, Wellington, 22 April 

 National infrastructure Plan: Trends and scenario modeling regional workshops, weeks beginning 10 and 17 June 

 National Infrastructure Advisory Board meeting, Wellington, 28 June 

 Local Government NZ conference, Hamilton 21 – 23 July, www.lgnz.co.nz  

 NZ Contractors Federation conference, Queenstown 31 July – 3 August, www.nzcontractors.co.nz  

 National Infrastructure Advisory Board meeting, Wellington, 14 August 

 Building Nations Symposium, NZCID, Auckland 19 – 20 August, www.nzcid.org.nz  

 Water New Zealand’s Annual Conference and Expo, Hamilton 16 – 18 October, www.waternz.org.nz  

 National Infrastructure Advisory Board meeting, Wellington, 24 October 
 

Wellington is New Zealand's centre of 
government and the world's southernmost 
capital city. It is also the country's cultural 
capital and the third most populous urban 
area in New Zealand. 

Wellington city has a steadily growing 
population which increased by over 10,000 
between 2006 and 2011 to 200,100 
people. 

The city is the largest of a number of 
closely linked cities and districts that make 
up the Wellington region. The region 
overall is home to almost 500,000 people. 

The city accounts for 41% of the region's 
population and 5% of New Zealand's 
overall population. It is expected to see 
steady growth over the next decade. 

The Wellington City Council (WCC) has 
over $6.5bn of plant property and 
equipment to manage and capital 
expenditure (excluding carry forwards and 
loans to other organisations) is forecast to 
be $136 million in 2012/13 and $1.4 billion, 
including inflation, over the next 10 years. 

Further information about WCC is 
available at: www.wellington.govt.nz/ 

 

http://www.nzpam.govt.nz/cms/conference
http://www.ingenium.org.nz/
http://www.lgnz.co.nz/
http://www.nzcontractors.co.nz/
http://www.nzcid.org.nz/
http://www.waternz.org.nz/
http://www./
http://www./
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