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Infrastructure Strategy (Section 102B)
Legislative context

The LGA02 requires councils to adopt, every three years, a long-term plan that specifies intended service levels and associated expenditure and investment requirements of a period of at least 10 years.  Financial projections must be based on sound information and explicitly stated assumptions, including projected requirements for the creation, maintenance and replacement of infrastructure assets necessary to provide services. 

What’s changed?

New section 101B requires each local authority to prepare and adopt an infrastructure strategy as part of its long-term plan.  The infrastructure strategy is to cover a period of at least 30 consecutive financial years. 

The purpose of the strategy is to identify significant infrastructure issues and options for managing them over the period covered by the strategy.

The infrastructure strategy must describe how the local authority intends to manage its infrastructure assets, and associated expenditure needs, over the period of the strategy, taking into account a range of factors that impact on the nature and cost of infrastructure provision.

The strategy must identify the scenario the local authority considers is most likely to occur in respect of these factors, and show indicative estimates of the capital and operating expenditure required to manage infrastructure assets in that scenario.  Expenditure estimates must be on an annual basis for the first ten years, but may be in five-year blocks for the subsequent 20 years.

The strategy must also estimate the timing and cost of significant capital expenditure decisions the local authority expects to need to make under the scenario, and the options it will need to consider.

The strategy must also identify major assumptions on which the scenario is based.

Note that the strategy is only required for assets used for any of the following groups of activities: water supply; sewerage and the treatment and disposal of sewage; stormwater drainage; flood protection and control works; and the provision of roads and footpaths. Other assets may be included at the local authority’s discretion. 

Subsection (5) clarifies that a local authority may adopt a single, combined, financial strategy and infrastructure strategy. 

Why? (What’s the intent of this change?)

The infrastructure strategy is intended to bring long-term infrastructure management issues, and their consequences, to the explicit attention of both councils and communities.  The 10-year focus of most long-term plans can result in the longer term consequences on investment and service level decisions not being apparent.  While longer term infrastructure issues may be identified in individual asset management plans, these do not provide an integrated picture of strategic infrastructure requirements, the financial impacts of these, and the choices and options faced by districts as a whole.

The infrastructure strategy is intended to provide that strategic oversight in terms of:

· the level of infrastructure investment, if any, that is necessary to provide for growth in the community;

· managing the timing of investment for growth, to avoid constraints on growth from limited infrastructure capacity while minimising the costs to the community of underutilised infrastructure capacity;

· what level of investment is needed to replace,  renew or upgrade existing assets;

· how to balance service level expectations with affordability in the context of anticipated demographic changes such as depopulation and aging; and

· what level of investment, if any, is needed to improve the level of service provided by those assets. 

What does this mean in practice?

Infrastructure strategies will need to be included in 2015 long-term plans.  While entire draft strategies must not be included in consultation documents for those long-term plans, development of strategies will need to be sufficiently advanced to allow judgments about what highlights or summary of the proposed content of the strategy should be included in the consultation document (refer section 95C(2)(c)(ii)).

Much of the information required for the infrastructure strategy should be available in, or able to be derived from, existing asset management plans.  In some cases, extrapolation beyond the current timeframe of those plans may be required.

While core information underlying an infrastructure strategy will be taken from asset management documents, the context within which it needs to be presented and the identification of issues, options and implications are essentially strategic policy matters with a significant fiscal management component.  An effective, multi-disciplinary approach will be necessary for the successful production of the strategy.

The Department has produced a model of what an infrastructure strategy might look like for a fictional Makawhero District Council. This is available at

http://www.dia.govt.nz/Fact-sheets-for-2014-Act#infrastructurestrategy
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