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Disclaimer - This presentation contains general information and is not formal advice. It is recommended
that you seek independent advice on any matter relating to the use of the information. We will not be
liable for any loss or damage whatsoever arising from the use of the information.
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The role of infrastructure pricing

The_ role_ of Pricing in How is the
prices in transport money is
infrastructure now being spent
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A trillion on infrastructure?

The $200b problem: How broken
ls New Zealand? FBovt. industry must work together on

infrastructure deficit - expert
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Part 1

What does a trillion dollars mean?

Charge Charge e
users New Zealanders

21% 4 98% 4

in household spending on In average tax paid
infrastructure services per taxpayer

Charge Future
New Zealanders

Increase in debt to GDP
ratio by 2051



So, iIf we can’t raise a trillion dollars,
What do we do?

Pricing

Part 1



Infrastructure is like pizza
Demand depends on the price
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Bread lines in the Soviet Union

Carless days scheme
is taking motorists
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What happens when prices are kept too high

Butter mountains in Europe

Overproduction: wine distilled to make
hydroalcoholic gel

Publishedon 06/16/2020 22:05
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Masks during Covid pandemic

Before: Sl After:
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Changes in the price of face masks in 2020, adapted from [16]




The role of infrastructure pricing

Pricing In
transport
now
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Part 2

Current system settings

 Land transport was originally designed as a cost-recovery user
pays model

» Investment is determined by policy:

« Since 2009, the GPS on Land Transport sets the level and mix of
investment in the National Land Transport Fund

« NZTA administers the NLTF, with discretion to choose a funding target
within GPS-LT ranges and choose projects within activity classes (unless
otherwise directed)

« Prices are set by policy:

- Cabinet sets key transport prices (eg fuel excise duty, road user
charges, vehicle rego fees)

« A Cost Allocation Model is used to identify how to allocate the cost of
planned spending to different users
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Per capita investment by sector (inflation adjusted)

1000%
800%
600%

400%

200% Electricity & gas:

W\/\;@ﬂ 49%
0% —
o Telco: 1%

-200%
1990 1994 1998 2002 2006 2010 2014 2018 2022

Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.
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Per capita investment by sector (inflation adjusted)

1000%
800%
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Land transport:

400% 407%
200% Electricity & gas:
49%

0%

" Telco: 1%

-200%
1990 1994 1998 2002 2006 2010 2014 2018 2022

Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.
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Per capita investment by sector (inflation adjusted)

1000%
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800%
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Land transport:
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Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.
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Per capita investment by sector (inflation adjusted)

1000%

Water: 896%

800%

High perceived
deficits
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Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.
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Per capita investment by sector (inflation adjusted)

1000%

Water: 896%

800%

Poor or mixed

600% pricing

Land transport:
407%

400%
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200% Better pricing
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-200%
1990 1994 1998 2002 2006 2010 2014 2018 2022

Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.



Transport is increasingly paid for by

non-users
NZTA revenue by source

$10bn
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Summing it up
Pricing in transport now

 Per-capita investment is up 407%
since 1990

» Disconnect between what we
spend and what people pay

What is our transport
investment ‘need”?
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The role of infrastructure pricing

How is the
money Is
being spent
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Part 3

450%
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300%
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-50%

But what we spend it on matters too

Land transport:

At a high level, two investment choices:
* Maintaining what we have
* Upgrades to network size/quality

1990 1994 1998 2002 2006 2010 2014 2018

Infrastructure Commission. 2024. Build or Maintain? New Zealand'’s infrastructure asset value, investment, and
depreciation, 1990-2022.

2022



Renewal spending to depreciation ratios

GPS-LT funding range
$1,500

Actual spending === Actual plus emergency
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Resealing work undertaken
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Part 3

Average level needed to maintain quality State highway - percent of network resealed




Less Maintenance = Worse Condition
Change in smooth travel exposure
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Capital upgrades

GPS-LT funding range —Actual spending

$2,000
(=)}
£
b=
5
& 2 $1,500 /\/
[}
= k:
(=2
= S $1,000
Q 3
3
v e
i 2 $500
M 3
S
S n
C $0
o. 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2009 GPS 2012 GPS 2015 GPS 2018 GPS 2021 GPS




More motorways, more congestion

SH16 Northwestern Motorway SH1 Northern Motorway
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What does this have to do with
transport for future generations?

Ensuring that those who Asset Management — leaving
benefit pay — now vs. future assets in good condition
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Design high value
for money projects

Maintain what you have before
building something new

Look at lower cost and non-built
options first

Chase value, don’t be ‘cost blind’

Design solutions that cost less
than the size of the problem

Use Pricing Signals

* Figure out how much people
value your intervention

* Canyou:

e Use parking fees?
e Use a toll/congestion charge?
 Use a targeted rate?

* Use revenue to guide
investment?



Infrastructure Infrastructure Priority Reforms
Priorities Programme Needs Assessment

- A process for us to identify Understand the long-term Identify policy and
(@) the top infrastructure demand for infrastructure institutional changes that
) iIssues and solutions. investment. help achieve the desired
‘<) goals.
i A public menu of priority What are the financial

infrastructure proposals implications of these Strengthen incentives
™M P 9
e that have been drivers of demand? across the infrastructure
C‘E independently reviewed. system
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Strategic
alighment

Does it align with the
strategic priorities for
New Zealand and
sector level strategies?

&
Value for
money

s it likely to provide
value to society above
the costs required to
deliver, operate, and
maintain it?

Our Infrastructure Priorities Programme

Deliverability

Can it be delivered by
the project’s
proponents and the
construction industry?
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Thank you for your time
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