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to prevent prejudice to the security or defence of New Zealand or the international relations of the
government

to prevent prejudice to the maintenance of the law, including the prevention, investigation, and
detection of offences, and the right to a fair trial

to damage seriously the economy of New Zealand by disclosing prematurely decisions to change
or continue government economic or financial policies relating to the entering into of overseas trade
agreements.

to protect the privacy of natural persons, including deceased people
to protect the commercial position of the person who supplied the information or who is the subject
of the information

to prevent prejudice to the supply of similar information, or information from the same source, and
it is in the public interest that such information should continue to be supplied

to protect information which is subject to an obligation of confidence or which any person has been
or could be compelled to provide under the authority of any enactment, where the making available
of the information - would be likely otherwise to damage the public interest

to avoid prejudice to the substantial economic interests of New Zealand

to maintain the current constitutional conventions protecting collective and individual ministerial
responsibility

to maintain the current constitutional conventions protecting the confidentiality of advice tendered
by ministers and officials

to maintain the effective conduct of public affairs through the free and frank expression of opinions
to maintain legal professional privilege

to enable the Crown to carry out commercial activities without disadvantages or prejudice

to enable the Crown to negotiate without disadvantage or prejudice

to prevent the disclosure of official information for improper gain or improper advantage

Not in scope

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and
section 18 of the Official Information Act.
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Aide Memoire: Business Growth Agenda Budget 2017 infrastructure

Purpose
This Aide Memoire supports the discussion amongst BGA Infrastructure Ministers on the relative priority
of Budget 2017 initiatives that relate to the Infrastructure workstream.

The Treasury assessments focus on the merits of the initiatives, and their alignment with the BGA 2017
Refresh priorities. Our assessments are informed by the supporting information that has been provided
by agencies, including cost benefit templates. Our advice also reflects the assessment of selected BGA
budget initiatives by the BGA Peer Review Process.!

Once each of the Business Growth Agenda (BGA) Ministerial groups has discussed the initiatives
relevant to their sectors, Ministers Joyce and Bridges will consider options for prioritised packages
across the BGA to fit into the available allowance, with advice from the BGA Leadership Group.

Context
Budget 2017 is building on a number of positive changes that were introduced in Budget 2016 to

ensure greater scrutiny is applied consistently across all investment decisions. There has been a shift in
focus towards better use of evidence to support decision making, enforcing greater transparency
around cost drivers, and agencies developing a deeper understanding of their business and customers.

1 The selected initiatives which were assessed by the Peer Review Process are marked in Annex |
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These positive changes include the enforcement of cost benefit analysis and broader application of
CBAX, greater use of expert panels, and more transparency around future costs and benefits.
Embedding these changes will help drive value for money investment across the system.

The operating allowance for Budget 2017 is set at $1.5 billion per annum. BGA-related initiatives are
valued at approximately [33]

Thirty Year Infrastructure Plan
Infrastructure has been identified as an area of focus for the Government. The Thirty Year New Zealand
Infrastructure Plan (‘the Plan’) sets out a framework for addressing our future infrastructure needs.

The Plan states that New Zealand has broadly good infrastructure. However, we face challenges which
will mean over the next 30 years, we must deliver the right levels of service, better manage assets,
leverage the use of data and get the incentives and policy settings right so that infrastructure providers
have a wide range of tools at their disposal. The infrastructure stream initiatives touch on many of these
themes.

There are also initiatives which are giving effect to previous decisions, such as the City Rail Link and
the urban development priorities.

BGA refresh priorities — infrastructure

The infrastructure stream initiatives touch on many of these themes outlined in the Plan. The significant
focus on strengthening the management and development of urban infrastructure aims to relieve
pressure on our infrastructure pinchpoints and to get the incentives and settings right for decision-
makers. The remaining initiatives, which largely relate to social and regional infrastructure, are about
delivering the appropriate levels of service as the needs in our regions change.

The particular focus in the Budget package on ‘strengthening the management and development of
urban infrastructure’ and ‘building resilience into our system’ is also a reflection of recent BGA and
wider government priorities.

Other BGA infrastructure themes have seen significant investment in recent years. These include
‘Delivering the Roads of National Significance and strengthening our regional state highway linkages’,
‘Contributing to the rebuild of greater Christchurch’ and ‘Fast and dependable communications’. We
have also in recent times committed to a ‘Global infrastructure market place’ through our investment in
the Global Infrastructure Hub and Australia New Zealand Infrastructure Pipelines.

The Budget 2017 infrastructure initiatives have been placed into the following BGA refresh priority
areas:

Strengthen the management and development of urban infrastructure
(33]

Treasury supports the initiatives associated with the previously announced Housing Infrastructure Fund
(HIF). These initiatives are for the concessionary charge associated with the $1 billion interest free loan,
the funding of an Independent Assessment Panel which will provide recommendations to Ministers on
final proposals, and for the funding of a HIF unit within MBIE to monitor the Fund.

MBIE has submitted a number of initiatives relating to housing. These include initiatives to increase the
supply of land available for housing, and to implement the Government’s urban development priorities.
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The pipeline of projects indicates that MBIE will be able to spend the amount of funding sought for the
Auckland Crown Land Programme. The pipeline also confirms that funding needs to be made available
so that negotiations can begin.

We intend to seek more information regarding an evaluation of the programme to date — given the
significance of funding and the intended contribution to the Government’s objective to increase housing
supply in Auckland.

MBIE and MfE have also applied for funding to implement the Government’s urban development
priorities, [33]

to support councils in implementing the requirements of the National Policy
Statement Urban Development Capacity, [33]

Treasury supports [33]
the National Policy Statement on Urban
Development Capacity. [33]

(33]

[33] [40]

Build resilience into the system

Following the Kaikoura earthquake and its impact on Wellington, DPMC was asked to lead a project to
assess the key risks to Wellington’s resilience in the face of a major earthquake.

(33]

At this stage, we are recommending to commit to up to $2000.1 million in capex under this
theme.

The largest initiative is the funding sought for the reinstatement of State Highway 1 and the railway
line. [33]

Also in the infrastructure stream are initiatives that relate for lifting Wellington’s resilience with respect
to [33] water, [33]

Other related initiatives include:



. Funding for three waters. enhanced council statutorv tasks and responsibilities. Kaikdura Harbour
enhancement, [33]

. Other initiatives including the Recovery Programme (well-being) support for affected schools and
[33]

Other infrastructure, including social and regional infrastructure

(33]

Transport sector includes initiatives relating to the City Rail Link and maintenance of the Wellington

Metro Rail. There needs to be a shift towards thinking more strategically about transport investment.
The current transport package represents a number of previously agreed projects so there is limited
amount of discretion for Ministers within this.

Discussion points for Workstream Ministers

Overall, Budget initiatives in the infrastructure workstream are focussed on delivering initiatives that
meet the immediate challenges that New Zealand’s infrastructure faces within the longer-term
framework set by the Thirty Year Infrastructure Plan.

[33] of the Budget allowance and given the pressures from other
sectors, it is clear that choices will have to be made.

We suggest you consider:

° how things align with budget and infrastructure priorities

. whether there is evidence that current funding levels are inadequate

. the evidence of effectiveness, especially where you have competing options, and

. whether Ministers agree with the themes for which funding is being sought, or should other
themes also be prioritised.

Rob Addison, Senior Analyst, National Infrastructure Unit, [39]
Sebastian Doelle, Analyst, Economic Performance & Strategy (Policy), [3°]
David Taylor, Manager, National Infrastructure Unit, [39]



ANNEX 1 - BGA INFRASTRUCTURE BUDGET INITIATIVES

Outcome Initiative Initiative Description Pre-
commitments
Strengthen the Housing This funding will meet the cost of the
management Infrastructure concessionary charge as a result of
and Fund providing interest free loan funding
development of to councils, and enable MBIE to
urban administer the HIF, through an
infrastructure Independent Assessment Panel and
dedicated HIF unit within MBIE
Auckland This initiative seeks a further $100
Vacant or million of capital to help increase the

Underutilised supply of land available for housing

Crown Land in Auckland through the Auckland
Programme Vacant or Underutilised Crown Land
Programme. It also seeks a further

$2m of administrative costs over four

Treasury Advice Financial Analysis
OPEX OPEX OPEX OPEX
17/18 18/19 19/20 20/21

Concessionary charge: Support in full as a [33] $1 $0.5 $0.5
contingency
$1 $0.5 $0.5

Departmental operating: Support in full

This initiative will enable decisions that have
been made by Cabinet on the funding
mechanism and governance arrangements of
the HIF to be implemented. We recommend the
concessionary charge be sought as a
contingency. As timing is highly uncertain, we
have still not received final bids from Councils,
and recommendations by the Panel and
decisions by Ministers will not be made until after
Budget. This could impact how many bids
receive funding from the HIF, and when, and
therefore what the concessionary charge would
be. We recommend that the operating funding
for the Panel and HIF unit be fully funded,
however if decisions are made to phase or scale
the fund differently, these costs could increase in
out years.

Support in Full Sought: $0.5 $0.5 $0.5

This initiative will enable the Auckland Vacant or $0.5
Underutilised Crown Land Programme to TSY $0.5 $0.5 $0.5
continue with the purchase of Crown Land in Rec:

Auckland for development. The operating costs $0.5

sought are reasonable given the size of the

programme now, compared to when it was first

CAPEX

$100

$100



Outcome

Initiative

Initiative Description

years

Pre-

commitments

Implementing
the
Government’s
urban
development
priorities

(33]

(i) Implementation of the
National Policy Statement
on Urban Development
Capacity;

(33]

Treasury Advice

established. The $100 million capital sought also
seems reasonable given the pipeline for 2017/18
outlined below, and [40]

Financial Analysis

Partial Support
The Treasury supports [33] projects within the

initiative [33]

- and the
National Policy Statement on Urban
Development Capacity). [33]

OPEX  OPEX | OPEX  OPEX | CAPEX
17/18 18/19 19/20 20/21
(33]

[33] [40]




Outcome Initiative

(33]

Building Reinstatement

resilience into of SH1 and

our system the main rail
line post
Kaikoura
earthquake

(33]

Initiative Description

This funding is for the reinstatement
of SH1 and the main rail line
following the Kaikoura earthquake

Pre-

commitments

In December
2016, Cabinet
agreed to fund the
roading costs of
the SH1
reinstatement and,
in principle,
agreed to fund the
rail costs to
reinstate the main

truck line

Treasury Advice

Support — Minister of Finance and Minister of
Transport to report back to Cabinet with updated
cost estimates in March 2017

[33]

Financial Analysis

OPEX
17/18

(33]

TSY
Rec:
TBC
[33]

TSY
Rec:

OPEX OPEX OPEX CAPEX
18/19 19/20 20/21

- - - Sought:

$1400 -
2000.1

- - - TSY rec:

$1400 -
2000.1



Outcome Initiative Initiative Description Pre- Treasury Advice Financial Analysis
commitments
OPEX OPEX OPEX OPEX CAPEX
17/18 18/19 19/20 20/21
TBC
KiwiRail: This funding will provide ongoing - Yet to be assessed Sought: - - - [33]
Support for the | support to KiwiRail with the aim of -
freight sustaining the freight business in
business New Zealand. TSY Rec:
TBC
[33] - [33] Sought:  [33] -
$0.184
TSY [33] -
Rec:
(33]
Auckland City | This funding is for the Crown’s Cabinet has Support — project team to report back to Cabinet = - - - - Sought:
Rail Link capital contribution to the Auckland agreed to fund with updated cost estimates for the project in $1700
City Rail Link project 50% of the capital | March-April 2017
costs for the City
Rail Link project - - - - TSY Rec:

$1700



Outcome

Initiative

Ministry of
Transport:
Capacity and
Capability

(33]

Wellington
Metro Rail

Initiative Description

This funding is to increase the
Ministry of Transport’s capacity and
capability by 30 FTE’s by 2020/21

The funding is for the replacement of
1,274 Crown owned timber poles
and overhead wires that provide
power for the electric passenger
trains on the Wellington metro rail

network.

Pre- Treasury Advice

commitments

- Yet to be assessed

Cabinet previously = Support
agreed to the

Wellington Metro-

Rail package to

bring the

Wellington metro-

rail network to a

steady state, this

funding is to

complete this

work.

Financial Analysis

OPEX  OPEX  OPEX  OPEX
17/18 18/19 19/20 20/21
Sought:  [33]

[33]

TSY
Rec:
TBC

CAPEX

Sought:
$98.4

TSY Rec:
$98.4



Outcome

(33]

Initiative

Initiative Description

Pre-

commitments

Treasury Advice

Financial Analysis

OPEX OPEX
17/18 18/19

OPEX
19/20

OPEX
20/21

CAPEX
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ANNEX 2 — ASSESSMENT OF VALUE FOR MONEY AND STRATEGIC ALIGNMENT

Value for Money

@ Strengthen the management
and development of urban
infrastructure

@ Other infrastructure, including
social and regional
infrastructure

[33]

Radio Service — Meteorological _

Service of NZ e

Auckland Vacant or Underutilised

Crown Land Programme

e
AN

®

__ Implementing the Government’s urban
—"  development priorities

@ Fast and dependable
communications

[33]
N
@ Building resilience into cur Housing Infrastructure Fund
system !
__ Ministry of Transport: Capacity and
— Capability (notyet assessed)
[33]

Strategic Alignment
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