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In Confidence 

Office of the Minister of Housing, Office of the Minister of Local Government 

Cabinet Economic Policy Committee  

 

Going for Housing Growth: Improving Infrastructure Funding and Financing to 
Support Urban Growth 

Proposal 

1 This paper seeks agreement to improve infrastructure funding and financing tools 
that enable and support urban growth. 

Relation to government priorities 

2 This paper delivers on a commitment in the Government’s Q4 Action Plan – “take 
Cabinet decisions on funding and financing tools to get more housing built”. This 
action sits within the wider Going for Housing Growth (GfHG) work programme, 
which Cabinet agreed to in December 2023 [CAB-23-MIN-0498]. 

Executive Summary 

3 To fix New Zealand’s housing crisis, we need to address the underlying factors that 
hold back the supply of new housing. In June, Cabinet took the first tranche of 
decisions on GfHG, which require councils to free up land for development [ECO-24-
MIN-0100]. Cabinet also signalled the need for changes to infrastructure funding and 
financing to ensure infrastructure can be delivered to land zoned for development.  

4 The key to ensuring a responsive supply of infrastructure is ‘growth pays for growth’. 
This means that the growth-related costs of infrastructure that enables new 
development should be paid for by new development.  

5 We intend to provide a flexible toolkit for councils and developers by improving 
Development Contributions (DCs), targeted rates, and the Infrastructure Funding and 
Financing Act 2020 (IFF Act). We also propose establishing a regulatory oversight 
regime to ensure councils are setting appropriate charges. 

6 Following decisions on this paper, officials will undertake further work and engage 
with council subject matter experts and representatives from the development sector. 
We propose that relevant ministers will have delegated authority to decide further 
detailed policy. We intend to report back to Cabinet in September 2025 seeking 
approval to introduce amendment legislation. 

Background 

7 In December 2023, Cabinet agreed to establish the GfHG work programme [CAB-23-
MIN-0498]. The work programme comprises three pillars:  

7.1 Pillar One: Freeing up land for urban development and removing 
unnecessary planning barriers.  

7.2 Pillar Two: Improving infrastructure funding and financing to support urban 
growth.  
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7.3 Pillar Three: Providing incentives for communities and councils to support 
growth (i.e. addressing the political economy of urban growth).  

8 The proposals in this paper relate to Pillar Two. They are also part of measures to 
broaden and enhance the funding and financing tools available to the Crown and 
councils as part of the Government’s work programme on Improving Infrastructure 
Funding and Financing [ECO-24-MIN-0048].   

Current infrastructure settings constrain housing development opportunities 

9 Addressing the root cause of unaffordable housing requires a package of 
improvements that enable a responsive supply of development opportunities (i.e. 
more competitive urban land markets). In turn, this will shift market expectations of 
future scarcity, bring down the cost of land for new housing, and improve incentives 
to develop land sooner instead of land-banking. 

10 A responsive supply of development opportunities means freeing up land and 
development capacity – but it also requires the timely provision of infrastructure. Put 
simply, you can’t have housing without water or transport. Under current settings, 
funding and financing infrastructure for growth has challenges. If left unaddressed, 
these challenges will reduce the effectiveness of Pillar One and hinder our ambitions 
of increasing housing supply and making housing more affordable.  

Current state: Inflexible tools that disincentivise urban growth  

11 Firstly, councils (i.e. ratepayers) end up subsidising the cost of growth infrastructure 
due to limitations of existing tools and/or choices councils make about how to pay for 
growth infrastructure. The Department of Internal Affairs (DIA) has seen evidence of 
under-recovery, but no evidence of overcharging – likely because the Local 
Government Act 2002 (LGA02) provides strong safeguards against overcharging. 

12 To charge DCs, councils must plan infrastructure before developers lodge resource 
consents. Councils also must demonstrate a strong link between infrastructure assets 
with growth capacity and the developments being charged. In effect, this means 
councils can only recover costs if they have certainty about where and when 
development occurs.  

13 Since DCs were introduced in 2002, there has been a significant shift in the planning 
environment, requiring councils to free up more land for development than they can 
service with infrastructure in the short term (illustration provided in Appendix One). 
This shift has and will continue to increase uncertainty about when and where 
development will occur. As such, councils can no longer effectively recover their 
costs through DCs, resulting in cross-subsidisation by ratepayers. 

14 For example, Auckland Council estimates that $330m in growth infrastructure costs 
for Drury will be met by ratepayers due to limitations in the current system. Similarly, 
Tauranga City Council reported 16 percent under-recovery for projects that were 
included in DC policies due to the ‘inflexibility’ of DC provisions in legislation, which 
saw over $70m of debt transferred, or expected to be transferred, to ratepayers. 

15 Secondly, developers face barriers for arranging private funding and financing 
solutions that do not rely on the council providing the necessary infrastructure in a 
timely manner. The IFF Act was passed in 2020, but no levy proposals have been 
received for new residential development, and the two levies so far have been for 
city-wide infrastructure projects. 
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31.2 Enabling levy deferrals as an optional levy design choice. Even if an 
infrastructure project materially increases the value of a property, the property 
owner may have insufficient cash at hand to pay an annual levy. Levy 
deferrals address these issues by ensuring levies are not payable until the 
required cash is available (e.g. upon sale of property). 

32  
 

 
  

Next steps 

33 Following decisions on the proposals in this paper, officials will undertake further 
analysis and targeted engagement with council subject matter experts and 
representatives from the residential development sector. We seek delegated 
authority for decisions on detailed policy by: 

33.1 the Minister of Housing and Minister of Local Government for development 
levies, possible minor amendments to the development agreements system, 
and targeted rates. This will also include transition provisions for implementing 
the new system; and 

33.2 the Minister of Housing, informed by advice from the Parliamentary Under-
Secretary to the Minister of Infrastructure, for the IFF Act. 

34 We also seek authorisation for drafting instructions to be issued by: 

34.1 the Minister of Local Government for legislation to implement proposals for 
development levies, development agreements, and targeted rates, including 
any minor, technical or consequential amendments; and 

34.2 the Minister of Housing for amendments to the IFF Act.  

35 We intend to report back to Cabinet in September 2025 seeking approval to introduce 
legislation to implement policy decisions.  

Cost-of-living Implications 

36 The GfHG package aims to significantly reduce housing costs, which will reduce the 
cost of living. 

Financial Implications 

37 Establishing a regulatory oversight system for development levies will likely have 
some financial implications. We will report back and seek Cabinet approval for both 
the policy decisions and their financial implications. The Minister of Local 
Government will be reporting back in the future seeking Cabinet approval to broader 
regulatory arrangements for local government. 

38 The proposals in this Cabinet paper could also lead to an increased use of IFF Act 
levies, which would increase non-core Crown debt. Such impacts are recognised 
when levies are authorised. IFF Act levies do not impact either OBEGAL or net core 
Crown debt. 
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Legislative Implications 

39 The proposals in this Cabinet paper will be implemented through amendments to the 
LGA02, Local Government (Rating) Act 2002, and the IFF Act. The Legislation 
Programme includes a Local Government (Infrastructure Funding) Bill and an 
Infrastructure Funding and Financing Amendment Bill. Both bills are currently listed 
as category 6 (drafting instructions to be issued by the end of 2024) and we will 
review this for the 2025 Legislation Programme. 

40 The relevant provisions of the LGA02 do not bind the Crown, which we do not 
propose changing. The Local Government (Rating) Act 2002 and IFF Act bind the 
Crown, which we do not propose changing. 

Impact Analysis 

Regulatory Impact Statement 

41 The Panel considers that the information and analysis summarised in the RIS for 
Improvements to the IFF Act meets the quality assurance criteria. 

42 The Panel considers that the information and analysis summarised in the RIS for 
Improving Local Government Infrastructure Funding Settings partially meets the 
quality assurance criteria. The RIS provides a clear description of a complex cost 
recovery system that is not keeping up with other policy decisions and changes, and 
generally meets the complete and convincing criteria, within the constraints and 
limitations noted.  

43 The RIS is constrained by Ministerial expectations and so the relative impact of other 
potential options is not provided. The costs and benefits of the preferred option are 
qualitative as the preferred option, and the changes to the NPS-UD, are still subject 
to detailed policy decisions by Ministers, and the choices that are made about the 
final design may change the cost/benefit assessment. The transitional arrangements 
/ phased approach is an important consideration for the effective delivery of the 
proposal that will need to be further developed. Consultation was limited to a subset 
of potentially affected parties, and while there is an opportunity for engagement 
through the select committee process, further engagement on the detailed policy 
design is likely to be required. 

Climate Implications of Policy Assessment 

44 The Climate Implications of Policy Assessment (CIPA) team has confirmed that the 
CIPA requirements do not apply to this policy proposal, as any emissions impact 
would be indirect.  

Population Implications 

45 The GfHG package will reduce housing costs and support well-functioning urban 
environments for all New Zealanders. We expect the proposed changes to 
infrastructure funding settings to have minimal impacts on Māori housing. The 
proposed changes to the IFF Act have no direct impacts on Māori beyond those 
applying to other groups.  
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Human Rights 

46 There are no direct implications for the New Zealand Bill of Rights Act 1990 or the 
Human Rights Act 1993 from the decisions in this paper.  

Use of External Resources 

47 A Housing Expert Advisory Group provided input on proposals in this paper through 
written feedback and meetings with officials. 

Consultation 

48 The following agencies were consulted: Crown Infrastructure Partners; Infrastructure 
Commission; Kāinga Ora; Land Information New Zealand; Ministry for the 
Environment, Ministry of Business, Innovation and Employment; Ministry of 
Transport; NZTA; Te Arawhiti; Te Puni Kōkiri; and the Treasury. The Department of 
the Prime Minister and Cabinet were informed.   

49 Officials undertook targeted engagement with local government sector experts and 
representatives from the residential development sector.  

Communications and Proactive Release 

50 We intend to announce these decisions in the coming weeks. We intend to 
proactively release this paper within 30 business days of decisions.  

Recommendations 

The Ministers of Housing and Local Government recommend that the Committee: 

1 note that Cabinet agreed to the Going for Housing Growth package in December 
2023 [CAB-23-MIN-0498];  

2 note that the proposals in this paper relate to Pillar Two of the Going for Housing 
Growth work programme – Improving infrastructure funding and financing to support 
urban growth;  

Improvements to infrastructure funding and financing tools 

3 agree to replace Development Contributions with a development levies system with 
the following features: 

3.1 the purpose of development levies is to ensure councils charge developers a 
proportionate amount of the total cost of capital expenditure necessary to 
service growth over the long term; 

3.2 separate levies will be maintained for each service (drinking water, 
wastewater, stormwater, transport, reserves, and community infrastructure); 

3.3 where water services are provided by a water service provider (such as water 
council-controlled organisation), these will be able to set levies for water 
services;  

3.4 each urban centre will be a discrete levy zone; 
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3.5 where providing a service to part of a levy zone has particularly high growth 
costs, councils will have discretion to charge an additional high-cost asset 
levy on top of the base levy for that service; 

3.6 levies will be calculated based on expected levels of growth and aggregate 
growth costs; 

3.7 councils will be required to use a prescribed methodology to ensure 
consistent application of development levies, for example to determine growth 
costs and standardised growth units; 

3.8 where a council receives an application for development outside an existing 
levy zone, there will be a process through which a council can determine 
appropriate levies;  

3.9 development levies will be flexible enough to account for different models of 
infrastructure delivery; 

3.10 councils will have discretion to phase in any transition to higher charges 
under the levy system to manage impacts on local development; 

4 agree that development levies be subject to regulatory oversight: 

4.1 integrated with regulatory oversight of local authority rates;  

4.2 in the interim, by information and disclosure powers, and step in powers on 
behalf of the Crown where levy powers are being used inappropriately; 

5 agree to add ‘rating unit creation date’ to the list of categories of rateable land 
councils may use for setting a targeted rate; 

6 agree to improve the Infrastructure Funding and Financing Act 2020 (IFF Act) 
through the following changes: 

6.1 amending the IFF Act’s purpose by removing the focus on addressing local 
authority financing and funding constraints and the requirement that use of 
the Act supports the functioning of urban land markets; 

6.2 streamlining the levy development and approvals process; 

6.3 creating a simplified approvals process for landowner-supported levy 
proposals (e.g. developer-led greenfield levies); 

6.4 providing for the interaction between the IFF Act and proposed development 
levies;  

6.5 enabling an IFF Act levy to be set without a direct link to a specific 
infrastructure project where the IFF Act is being used to finance payment of a 
development levy; 

6.6 other changes to improve the flexibility of the IFF Act and support its use for a 
range of infrastructure projects; 

6.7 technical and remedial changes to improve functioning of the IFF Act; 

7 agree to better support value capture, through: 
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7.1 enabling IFF Act levies to be charged for projects delivered by the New 
Zealand Transport Agency; 

7.2 enabling levy deferrals as an optional IFF Act levy design choice;  

8  
 

 

Next steps 

9 authorise the Minister of Housing and Minister of Local Government to make further 
policy decisions for development levies and targeted rates;  

10 authorise the Minister of Housing, informed by advice from the Parliamentary Under-
Secretary to the Minister for Infrastructure, to make further policy decisions for 
amendments to the IFF Act; 

11 note that the Minister of Housing and Minister of Local Government will report back 
and seek Cabinet approval for both the policy and financial decisions relating to 
regulatory oversight of development levies; 

12 note that the proposals will be given effect through: 

12.1 the Local Government (Infrastructure Funding) Bill, which holds a category six 
priority on the 2024 Legislation Programme;  

12.2 the Infrastructure Funding and Financing Amendment Bill, which holds a 
category six priority on the 2024 Legislation Programme; 

13 invite the Minister of Local Government to issue drafting instructions for a Local 
Government (Infrastructure Funding) Bill to implement these proposals in relation to 
development levies, development agreements, and rating, including any minor, 
technical, or consequential changes that arise during drafting to ensure workability; 
and  

14 invite the Minister of Housing to issue drafting instructions for amendments to the 
IFF Act, including any minor, technical, or consequential changes that arise during 
drafting to ensure workability. 

 

Authorised for lodgement 

Hon Chris Bishop 

Minister of Housing 

Hon Simeon Brown 

Minister of Local Government 
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Appendix One: Illustration of changes to the planning context for urban 
growth 
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Appendix Two: Principles and flexible toolkit for infrastructure funding and 

financing to support urban growth 
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Appendix Three: Simplified example of how a council would set development 
levies    
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