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List of Recommendations

Taituara recommends that the Finance and Expenditure Select Committee:

The Climate Adaptation Challenge

1.

note the summary of what is known about the impact of change and the issues
for New Zealand's adaptation challenge.

Funding

10.

11.

12.

13.

agree that a Climate Adaptation Fund be established

agree that any Climate Adaptation Fund be grounded in clear formulae and
criteria

agree that any Climate Adaptation Fund be based on the design principles
listed on page 14 of this submission

agree that the Climate Adaptation Fund be part pre-funded

agree that the price of emissions units needs to be increased significantly to
support adaptation objectives

agree that emissions producing activity outside the emissions trading scheme
should be taxed — both to support mitigation and adaptation objectives

agree that there should be a fair and equitable funding split between central
and local government for climate change adaption implementation, not just
managed retreat, which incentivises early action.

agree that some form of differential within the funding split — or as a top up -
for vulnerable communities and councils with a limited ability to pay should be
applied.

agree that legal, social, and business assistance and post-relocation costs as
part should be part of the framework

agree that further research be undertaken to identify the incidence of the costs
of climate change adaptation

agree that funding include support for those who rent to relocate from areas of
managed retreat

agree that part of the revenues from the emissions trading scheme be used to
provide support for the low-income to meet additional costs out of climate
change adaptation and mitigation

Information Sharing




14.

15.

16.

17.

18.
19.

20.

agree that funding for national climate projections and projections of sea-level
rise be enhanced

agree that central government support research on the economic impacts of
climate change (including the opportunities from climate change)

agree that part of the funding package in recommendations 14 and 15 above
be devoted to producing guidance to assist local communities to translate this
information to local level

agree that part of the funding package in recommendations xx and xx above
include funding for resources and support that makes this accessible to the
general public

agree that a climate adaptaton centre of excllence be developed

agree that central government lead development of a workfoce strategy for the
acquisiton and devleopemnt of climate change related disciplines. The strategy
would draw on expertise within central govenrment, local government and the

private sector

agree that central govenrment consider mechanisms such as adjustments to
immigration policy settings, the studenot loans scheme to attract and retain
people into the climate change related diciplines. All players in devleopment
of the strategy woul.d also explore other tools for workforce devleopment such
as internships.

Planning Horizons

21.

agree that the planning horizon for climate change impacts and adaptation
should be standardised at 100 years. This extends to the Coastal Policy
Statement, any statutorily mandated spatial plan or strategy and infrastructure
planning in coastal and flood plan environments

Recommendations: Acquisiton of Land

22.

23.

agree that any future climate adaptation legislation include powers to acquire
and manage land for climate adaptation purposes

agree that as an interim measure, the Public Works Act 1981 be amended to
ensure the acquisition of land to support a climate adaptation measure is
treated as a ‘work’ under this Act.

Continuation of Service

24.

agree that legislation allow local authorities and other service providers to
charge full economic cost or withdraw services where property owners choose
to stay in areas where managed retreat has occurred or is occurring.



Design of Contestable Funding Pools

25. agree that the criteria and processes for applications for funding from central
government should aligned to support adaptation objectives.



Introduction

Taituara — Local Government Professionals Aotearoa (Taituara) thanks the Finance
and Expenditure Committee for the opportunity to submit to its Inquiry into Climate
Adaptation (the Inquiry).

We would like to be heard in support of our submission if there is an opportunity to
do so.

We particularly welcome the fact that Parliament unanimously agreed to establish
the inquiry. Climate change is the public policy challenge of this century. Cross-
party consensus is essential to building an enduring adaptation framework.

Boston (2023) observes that:

“Currently, relatively few countries have comprehensive national-level policy
frameworks with respect to the many and varied costs of climate change adaptation —
that is, frameworks which clearly enunciate the principles and related policies for
determining who pays for what, when, and on what basis. Instead, current funding
responses tend to be ad hoc, improvised, and unsystematic, and sometimes poorly
administered and prone to corruptions.”’

What is Taituara?

We are an incorporated society of just over 1000 members drawn from local
government Chief Executives, senior managers, and council staff with significant
policy or operational responsibilities. Our primary role is to help local authorities
perform their roles and responsibilities as effectively and efficiently as possible.

A national framework and legislation that enables communities to adapt to the
impacts of climate change, including retreat / relocation, is urgently needed. It
needs to address all hazards, and create the social licence, tools, and funding
arrangements for a nationally consistent and affordable approach to climate
adaption.

Local government is the key delivery partner for adaptation planning and we
encourage you to work with Taituara, Local Government New Zealand and the local
government sector to ensure a joined-up response to climate adaptation across all
of government.

" Boston et al (2023), Funding Managed Retreat, page 63.



We conclude that although this inquiry focuses on adaptation to a disrupted
climate, many of the issues and options will apply equally to seismic and volcanic
risks (for example the red-zoning of property after the 2010 and 2011 earthquakes).
While the circumstances are different (for example Canterbury was the result of
recovery planning post-disaster, we speak here of acting proactively) policymakers
should never underestimate the power of precedent.



The Kiwi Climate Adaptation Challenge
Climate change is an all too real phenomenon.

The last report of the International Panel on Climate Change finds that global mean
surface temperatures are currently around 1.1 degrees celsisus higher than in the
last half of the 19th century and are expected to further increase. Global surface
temperature has increased faster since 1970 than in any other 50-year period over
at least the last 2000 years.?

Over the period 1909-2022 the mean annual temperature in New Zealand increased
by about 1.26°C. Climate scientists predict that relative to 1986-2005, New Zealand
will continue to warm by 0.7°C to 1.0°C by the year 2040, and between 0.7°C and
3.0°C by 2090.

New Zealand has been fortunate that there isgeneral acceotance of both the
existence of climate change and of its anthropogenic roots. This extends to the
scientific community, across most political parties (including those represented in
the current Parliament) and amongst the general public.

The pace of the sea-level rise is expected to increase even under low emissions
scenarios.

At around 15,000km New Zealand has the ninth longest coastline in the world.
StatsNZ data shows that the annual mean coastal sea level rose at around double
the rate between 1961 and 2020 compared with the previous 60 years at all four
long-term monitoring sites.?

Under a low emissions scenario sea level rise arounds NZ is expected to be
between 0,.28 and 0.55 metres under a very low emissions scenario and 0.63 and
1.01 metres under a very high emissions scenario. The former scenario is thought to
be an increasingly unlikely one. According to the IPCC, if such regional variations in
SLR are considered, then globally ‘extreme sea level events that occurred once per
century in the recent past are projected to occur at least annually at more than half
of all tide gauge locations by 2100 (high confidence).

2 |PCC (2023), ARG6 Synthesis Report — Summary for Policy-Makers, page 10. Retrieved from
https://www.ipcc.ch/report/ar6/syr/downloads/report/[PCC AR6 SYR SPM.pdf on 27 May 2024.
8 See: https://www.stats.govt.nz/indicators/coastal-sea-level-rise



https://www.ipcc.ch/report/ar6/syr/downloads/report/IPCC_AR6_SYR_SPM.pdf
https://www.stats.govt.nz/indicators/coastal-sea-level-rise

Extreme weather events will increase in their frequency, severity, and in the
scale of damage.

The Insurance Council of New Zealand advises that New Zealand has experienced
more than 150 severe weather incidents records began in 1968. The Ministry for the
Environment tells us that

e ‘“while significant knowledge gaps exist regarding projections for extreme heat,
research indicates Aotearoa will follow the global trend of extreme heat events
increasing in frequency, duration, and intensity

e the frequency of tropical cyclones is projected to decrease slightly over the South
Pacific basin, with a predicted increase in severity. Tropical cyclone activity in the
southern hemisphere (s expected to decrease overall (Roberts et al, 2020)

e drought intensity is projected to markedly increase with the rise in greenhouse gas
emissions. The most significant increases in drought intensity are predicted to be in
the northern and north-eastern regions of the North Island

e atmospheric rivers near Aotearoa are projected to continue to get bigger and carry
more moisture, which, upon landfall, can result in highly destructive
precipitation.”

The damage and economic cost from extreme weather events has intensified due to
climate change. A recent study® found that $140M of the total $470M in damages
from the 12 worst flood events in New Zealand over the period 2007-2017 were
directly attributable to climate change. Extreme weather event losses for the four
years prior to this year were:

2022 Jan 1 Annual total Extreme weather ~ $324.94m

2021 Jan 1 Annual total Extreme weather  $274.27m

2020 Jan 1 Annual total Extreme weather  $206.28m

2019Jan 1 Annual total Extreme weather  $226.3m

The immediate costs of damage to physical assets during Cyclone Gabrielle and the
Auckland Anniversary floods is estimated to be between $9 billion and $14.5 billion,
with ‘significant losses experienced across households, businesses and
infrastructure’.®

In addition to the Auckland Anniversary Weekend floods and Cyclone Gabrielle
events, extreme weather in the North Island between 21 and 28 February (2,801

4 Ministry for the Environment (2023), Our Atmosphere and Climate, page 42. Retrieved from
https://environment.govt.nz/publications/our-atmosphere-and-climate-2023/ on 28 May 2024.

5 Frame et al, 2020, Climate change attribution and the economic costs of extreme weather events: A

study on damages from extreme rainfall and drought.

5 New Zealand Treasury, 2023, Impacts from the North Island Weather Events.



https://environment.govt.nz/publications/our-atmosphere-and-climate-2023/
https://link.springer.com/article/10.1007/s10584-020-02729-y
https://link.springer.com/article/10.1007/s10584-020-02729-y
https://www.treasury.govt.nz/sites/default/files/2023-04/impacts-from-the-north-island-weather-events.pdf

claims, $20,780,996) and again over 9-10 May (3,822 claims, $41,399,639) bring the
total for climate related claims in 2023 to 119,435 — worth around $3.563 billion.’

Two-thirds of our population live in areas prone to flooding and rising sea levels.

Estimates of the costs associated with the risk this poses vary. One estimate is that
$145 billion of private and public assets and infrastructure are already at risk from
climate change in Aotearoa New Zealand - that is around 750,000 people and
500,000 buildings near rivers and in coastal areas are already exposed to extreme
flooding.® Another recent estimate (August 2023) is that more than 282,00 homes
(with an estimated replacement value of more than $213 billion) and associated
structures (garages, decks, driveways, fences etc worth $5 billion) are in flood hazard
areas.’

Auckland, Christchurch, Lower Hutt, Napier and Palmerston North cities are the most
exposed to flood hazards in absolute terms. But per head of population Buller,
Thames-Coromandel District, Wairoa, Central Otago and Gore districts are the worst
affected. Northland (particularly Hokianga), Tairawhiti (East Cape), Waikato, and Bay
of Plenty have clusters of vulnerable communities exposed to flood hazard, meaning
that a significant proportion of the population of seven territorial authorities — South
Waikato, Waitomo, Buller, Gisborne, Opotiki, Rotorua, and the Far North — may be in
vulnerable communities that are potentially exposed to flood hazard.

A study undertaken by Bell, Paulik and Wadwha'" for the Parliamentary
Commissioner for the Environment that found that there are at least 43,683 homes
and 1,448 commercial properties within 1.5 metres of the average spring high tide.
These properties have a replacement value of around $20 billion (in 2011 dollars!).
The number increases significantly within the 0-3m elevation zone.

Tonkin and Taylor have estimated the cost of sea-level rise on local authority owned
infrastructure. Their report concludes that at a mean sea level rise of 1.5 metres
some 6000km of pipe is exposed, as well as more than 2000km of roads and almost
2000 buildings or facilities. The estimated replacement cost of this infrastructure is
around $7.8 billion. At the 3 metre increment the estimated replacement cost is
some $13.4 billion.™

7 September 15, 2023, 2023 climate disaster payouts top $2 billion - ICNZ | Insurance Council of New

Zealand

8 Ministry for the Environment, 2023, Our-atmosphere-and-climate-2023.pdf (environment.govt.nz)

% Paulik R, Zorn C, Wotherspoon L, Sturman J., 2023, Modelling national residential building exposure to
flooding hazards. International Journal of Disaster Risk Reduction, p.94.

0 Department of Internal Affairs, 2022, Vulnerable-Communities-Exposed-to-Flood-Hazard-August-
2022

" PCE_National coastal risk exposure_NIWA Client report_

2 See Simonson and Hall, 2019, Vulnerable - The Quantum of Local Government Infrastructure Exposed
to Sea Level Rise.



https://www.icnz.org.nz/industry/media-releases/2023-climate-disaster-payouts-top-2-billion/
https://www.icnz.org.nz/industry/media-releases/2023-climate-disaster-payouts-top-2-billion/
https://environment.govt.nz/assets/publications/Environmental-Reporting/Our-atmosphere-and-climate-2023.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Proactive-releases/$file/Vulnerable-Communities-Exposed-to-Flood-Hazard-August-2022.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Proactive-releases/$file/Vulnerable-Communities-Exposed-to-Flood-Hazard-August-2022.pdf
https://ref.coastalrestorationtrust.org.nz/site/assets/files/8981/national-and-regional-risk-exposure-in-low-lying-coastal-areas-niwa-2015.pdf
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Insurance retreat is inevitable.

Members will probably have seen media reports of individual property owners and
small groups of property owners being unable to insure properties in flood-prone
areas/areas assessed as a future flood risk.

In Auckland, Wellington, Christchurch and Dunedin full insurance retreat as a result
of sea level rise is likely to occur for at least 10,000 properties by 2050. Partial
insurance retreat will likely occur from 2030 in Wellington and Christchurch and only
a few years later for Auckland and Dunedin. These figures are likely to be
conservative ones.'

Climate change will have significant economic impacts. These arise both from
the direct impact of a changing climate as well as the transition to a lower
carbon economy.

Much of the public concern around climate change lies in the greater frequency and
severity of adverse weather events and related hazards such as landslides. But the
impacts of climate change goes far wider.

In 2023 Treasury and the Ministry for the Environment produced Nga Kérero
Ahuarangi Me Te Ohanga: Climate Economic and Fiscal Assessment 2023.'* That
(unsurprisingly) concluded that “"The economic and fiscal impacts of climate change
are expected to be large, wide-ranging and unevenly felt.""

We reproduce the two tables setting out the key results of their analysis in Appendix
One. Some of the key points out of that analysis are that:

e agriculture, forestry, fisheries, and tourism are particularly exposed given their
direct dependence on climate-sensitive natural resources. Due to New Zealand's
high latitude, its primary agriculture may be less affected than in other countries,
which could create demand for this country’s products

e the transport and energy sector are also exposed due to their reliance on
extensive physical networks

e regions with high populations located in low-lying coastal areas (such as
Northland and Tairawhiti) or those dominated by vulnerable sectors (such as
Waikato and the West Coast) will also be more affected.

e households in areas with high natural hazard risk are likely to find it harder to
get affordable insurance.

3 Insurance-Retreat-December-2020-Final-Report.pdf (deepsouthchallenge.co.nz) p.3.

4 Treasury and the Ministry for the Environment (2023), Nga Kérero Ahuarangi Me Te Ohanga
Climate Economic and Fiscal Assessment 2023 last retrieved on 25 May 2024 from

15 Treasury and Ministry for the Environment (2023), page 9.


https://deepsouthchallenge.co.nz/wp-content/uploads/2021/01/Insurance-Retreat-December-2020-Final-Report.pdf
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Climate change will create ‘winners and losers’ in a purely economice sense.
Adaptation must be proactive in identifying the opportunties may arise and
ensuring that reseach, economic development, funding and onvestment strategies
all support the realisation of these opportunities.

The impacts of climate change will be disproportionately felt by Maori. These
impacts have both a distributional and a te Tiriti context that must form a
crucial part of any adaptation.

Land held by iwi, hapt and Maori is situated in areas that are more likely to be
vulnerable in that it is lower lying, situated in coastal areas, or in areas prone to slips
and erosion. Some 191 Marae are situated with a kilometre of the coast, and in the
Bay of Plenty alone 41 urapa are likewise situated.'®

Climate change poses risks to culturally significant sites such wahi taupu, urpa,
sites for gathering or growing kai or kai moana either directly or thorugh the
compromising of infrastructure (such as the loss of road access).

At the same time Maori communities may lack the economic resources to be truly
resilient in the face of climate change. Nga Kérero Ahuarangi Me Te Ohanga
estimated that Maori comprise 23% of the workforce in emissions-intensive
industries (compared to being 17% of the national population.

The realities of multiple ownership and the legal restraints on land use,
administration and alienation also impede the development of economic and
financial capacity to support adaptation.

As the Expert Working Group note ‘Maori are already planning for climate change. A
framework for planned relocation must enable this work to continue, rather than
interrupting or changing it.""” We agree that the system should provide the ability
for iwi, hapt and Maori communities to decide when adaptation planning is
required, and for them to be technical advisors and decision-makers responsible for
preparing their own local adaptation plans. Where adaptation planning is not
Maori-led, a partnership approach should be taken as the Expert Working Group
outlines. Clear national direction on engagement with iwi/hapu/Maori throughout
the process would also be valuable.

16 Bailey-Winiata, 2021)' Ministry for the Environment, 2023, Our-atmosphere-and-climate-2023 .
7 Report of the Expert Working Group on Managed Retreat, p.110



https://environment.govt.nz/assets/publications/Environmental-Reporting/Our-atmosphere-and-climate-2023.pdf
https://environment.govt.nz/assets/publications/climate-change/Report-of-the-Expert-Working-Group-on-Managed-Retreat-updated-25-08-2023.pdf
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Recommendation: The Climate Adaptation Challenge

That the Finance and Expenditure Select Committee note the above
summary of what is known about the impact of change and the issues for
New Zealand’s adaptation challenge.
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Climate Adaptation Funding

Taituara supports the creation of a New Zealand climate adaptation fund. To us this
is the top priority for change to the system of local government funding and
financing.

If the purpose of climate change adaptation is to improve the resilience of the
community to the impact of climate change than the purpose of a climate
adaptation fund should be to support communities to meet the financial costs of
climate adaptation.

The decisions we take about adaptation funding now guide investment
decisions for generations to come — ad-hoc solutions are to be avoided.

We have already observed that precedent carries powerful weight with issues that
carry the policy, constitutional, environmental, economic, and cultural context of
climate adaptation.

Adaptation decisions have (or at least are intended to have) long-term
consequences, every bit as much as an infrastructure decision. They will be a feature
of District Plans (or their successors under any resource management reform),
spatial strategies (if these become mandatory) and long-term plans.

Ad-hoc decisions are the antithesis of the certainty that these require. The lack of
contribution certainty and the lack of a clear decision-making process for it can
delay much needed, long-term proactive investment and delay much needed
recovery plans. In both cases, it is important to enable people to get on with their
lives

The ad-hoc solution tends to favour those local authorities and other agents that
are the best at lobbying, bigger communities over smaller ones, those that have a
lower degree of deprivation — that is no articulate middle class — and, bluntly, those
that are better ‘connected’ politically. Ironically, it favours supporting communities
that are the opposite of those communities that are likely to have higher 'need’ and
can create further inequities.

A clear formula outlining the share of costs councils, the government, and others
will be expected to pay pre and post an event is required, particularly for managed
retreat/relocation.
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A range of solutions and regular review of these will be necessary to cope with
changing circumstances. To take one very likely scenario as the number of managed
retreats multiplies — full pre-market value not likely to be an option for long.

The design principles for a climate adaptation fund should be common ground.

The Select Committee’s terms of reference focus very much on the design principles
for such a scheme. In our submissions to the Environment Select Committee and to
other bodies (such as the Productivity Commission) we provided a 'starter for ten.’
Any climate adaptation fund should be designed so as to:

e  minimise the long-run costs of adaptation — decisions to protect or to relocate
should be made with the knowledge of the total long-term cost (for example
the total life cycle cost of any protective infrastructure such as stop banks, sea
walls etc)

e complements and supports the overall set of regulatory, policy and practice
measures in the overall toolkit for adaptation. For example, once the existence
of a climate change risk is on a land information memorandum, any
subsequent sale of the property is at the buyer’s own risk and not liable for
compensation in any managed retreat.

e incentivise decision-makers to avoid or reduce those activities that contribute
to emissions — this is particularly relevant to the design of the funding streams;
these can be used to send an economic incentive to avoid burning fossil fuels
etc

e  support personal responsibility and minimise moral hazard'®

e align with signals sent by other agents such as finance and insurance - we
have previously noted that insurance retreat from certain high-risk areas is a
very real phenomenon now. Together insurance retreat and what we will call
finance sector retreat provide an ‘early warning signal’ that managed retreat is
on the cards long-term

e  (in the words of Boston and Lawrence'®) support distributive justice, including
the fair opportunity requirement — that people should not be unduly
disadvantaged for those things that they have little control over — need and
ability to pay.,

Any climate adaptation fund should support, and be supported by, the National
Adaptation Plan, regional (or sub-regional) spatial strategies and planning under
resource management law.

8 Moral hazard is where an ‘at risk’ actor fails to reduce a risk to an optimal level because that person
is likely to receive assistance or compensation.

9 Policy Quarterly — Volume 14, Issue 2 — May 2018, Funding Climate Change Adaptation the case
for a new policy framework (victoria.ac.nz)



https://www.victoria.ac.nz/__data/assets/pdf_file/0008/1500857/Boston_Lawrence.pdf
https://www.victoria.ac.nz/__data/assets/pdf_file/0008/1500857/Boston_Lawrence.pdf
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Funding Sources

A fully functioning ETS and taxation of greenhouse gas producing activity that
sits outside the ETS can provide revenues for a fund.

The discussion of a climate adaptation fund is academic without first canvassing
where the money is coming from.

A balance must be struck between present and future adaptation needs. The bulk of
climate adaptation will fall in the future, but adaptation needs to start now. For
example, retreat from known areas of short-medium term high risk.

There is an economic and an equity case for prefunding future liabilities, in much
the same way as the present-day New Zealand Superannuation Fund operates.

First, the exacerbator/polluter pays principle (from conventional public finance
theory) suggests that those responsible for harm or damage (in this case the
emission of gases that have created climate change) should contribute towards the
cost of adaptation. Second, with the right design, the mechanism for contribution
could be used to send at least some signal about the cost of activities that gave rise
to climate change or avoid locating in areas at risk etc.

A fully functioning ETS is critical. Almost half New Zealand'’s emissions come from
agriculture — from a mitigation standpoint and from a financial standpoint
agriculture cannot be left not facing a price for carbon. If not in the ETS then
through some other means. Any other exemptions should be few and minor.

A significant increase in the price of emissions units under the scheme will be
required to better factor in the long-term cost of emissions. At the time of writing a
NZ emissions unit cost around $45NZ%° — as compared with around $145NZ in
Europe and about $112NZ in the United Kingdom. Climate data released in 2021 by
the Climate Change Commission indicated prices need to be over $NZ138 per tonne
by 2030 and to $NZ250 per tonne by 2050 to meet New Zealand's international
obligations.

Enforcement must be enhanced, including a deterrent increase in penalties for non-
compliance.

A fully functioning ETS could also substitute for other environmental tax options
that are advances as options. Equity applies here too — we want to avoid perceptions
that any business or person is ‘paying twice.’

20 Carbon News — downloaded on 28 May 2024.
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Another immediate, but contentious step that can be taken pending a fully
functioning ETS is to place further taxation on automotive and other fossil fuel use. T
Private vehicle use is not subject to the ETS as are the multiplicity of leisure vehicles
such as motorboats and small aircraft. We say contentious because in recent times
the use of a reduced rate of fuel excise was used to provide temporary relief form
cost of living pressures, and the repeal of a regional surcharge in Auckland was a
manifesto commitment.

In the same vein a temporary increase in the waste levy (currently $10 per tonne)
could be entertained.

Some of the costs of adaptation should be borne by the beneficiary.

The beneficiary pays principle is another standard principle of public finance theory,
Simply put, this principle that the cost of providing a good or a service should be
met by those who benefit from the good or service.

This is sometimes referred to as the user pays principle — this would be incorrect.
Climate adaptation is often associated with so-called spillover benefits — that is
benefits accrue to people outside the direct area of business. To take an example —
consider the estuary-side central business district protected by a stop bank. While
the suburbs of our fictional city might not directly benefit from the protection but
enjoy having a protected CBD ‘open for business.’

This principle is most readily applied to the funding of protective works such as sea
walls, stop banks etc. Options such as targeted rates are already in use in these
instances.

One the other hand, there can be disputes about matters the areas of benefit and
the existence or otherwise of spillover benefits. While it is fair to say that this
principle incentivises personal responsibility. It is inequitable in that public
understanding of the impacts of climate change was limited and even now is, at
best, imperfect.

We have seen a variety of additional proposals for new funding tools that are
variants on this theme. One suggestion that we support is the use of value-capture
mechanisms — a levy on the value uplift as a result of a piece of expenditure. Value-
capture is more closely associated with expenditures between economic
development related expenditure.

Economic theory tells us that, in the long run, an asset’s value reflects the income
stream derived from ownership. Expenditure on matters such as protection options
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enable property owners to enjoy the income stream (including the imputed benefit
of owner occupation) for longer.

Value uplift does not necessarily mean an increase in rates revenue. In its report,
Using Land for Housing, the Commission noted that some types of development
project do not in themselves guarantee additional rates revenue. As the Commission
notes:

“Rates are calculated in a top-down method; with a council first agreeing a LTP and a
financial impact statement, then allocating the financial burden between ratepayers
(as noted in s 23 of the Local Government (Rating) Act 2002). Where an infrastructure
investment increases the rateable value of newly serviced land, this only causes the
total rating burden to be reallocated among ratepayers. No new revenue is actually
generated unless a council also increases its forecast expenditure. Nor is it possible to
forecast what the rate take from a new development will be in the future, because it
depends entirely on the council’s expenditure plan (which is subject to change).”?'

It can be difficult to establish a ‘nexus’ between the development, any uplift in value
and the expenditure. There will need to be a statutory amendment to enable value
capture and the processes through which the nexus is to be established and how an
area of benefit is defined.

Another suggestion has been that development contributions (a charge assessed on
developers to fund the capital costs associated with growth) could be used . We
have significant reservations about such a proposal. Development contributions are
assessed before development occurs and rely on a clear causal connection between
development and the infrastructure to service it — often referred to as the ‘nexus.’
This is much less clear with protective infrastructure. We also consider that there is a
contradiction between effective adaptation and enabling development to occur in
at-risk areas.

A contribution from public revenues is also justifiable on economic and equity
grounds.

A third principle is the ‘public pays’ principle which holds that on some level,
adaptation expenditure is a public good. Some other form of national levy or tax
may be appropriate on the basis that all New Zealanders benefit from managed
retreat due to the minimisation of economic and social costs that would otherwise
occur.

In our submission to the Environment Committee we also noted the following:

21 Productivity Commission (2015), Using Land for Housing — draft report, page 190.
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o different regions have marked differences in their ability to raise revenue to pay
for service

e different regions will face different levels of need to undertake different forms
of adaptation. Some may face a high or short-medium term need, others may
be immune or not face any real need for some years. Those with high need are
not necessarily those with a high level of financial capacity to address these
those needs??

e in the words of the Expert Reference Group “The danger is that without a
coordinated, cost-sharing approach, central government will only make
adaptation decisions on an ad hoc basis under urgency following disasters. Thus,
government is likely to invest primarily in locations where disasters have occurred
recently, which may not necessarily be the places that face the greatest risk or
need. This creates equity risks and can lead to poorer investment decisions than
would be made if pre-emptive action is taken. >

e co-funding provides central and local government with a degree of ‘skin in the
game’ that better supports an ability to encourage optimal decision-making.
The Expert Reference Group noted that a central government contribution to
adaptation costs provides it with a ‘seat at the decision-making table." A
decision-making right without a contribution would amount to spending
someone else’s money — in itself, a form of moral hazard.

Policy-makers should be looking for a tax that is broad-based (i.e. few exceptions)
so that a low rate of tax can be applied (or, optimistically, hypothecated from within
existing revenue sources), Realistically an hypothecated ‘adaptation levy’ additional
to, or from within, any or all of income tax (including corporate tax)or GST would be
a low cost means of collecting such an adaptation tax. Of the two, income tax has a
better overall correlation to ability to pay,

The macroeconomic impact of climate change adaptation require adjustments to our
framework for income support.

We have already seen both that climate change will have a significant and largely
negative impact on the economy and that this may fall on those who are least
resilient to it.

However funded, the cost of climate change mitagation and adaptation action will
be felt in higher prices for energy and transport, and through these, goods and
services across the board. Davis, Hart and Stubbing have recently estimates that the

22 For example, rural councils with a small rating base will struggle to meet the financial expectations.
23 Report of the Expert Working Group on Managed Retreat, pp.187-188.
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cost of livung impact for households arising from the Emissions Trading Scheme
alone to be around $783 (with the largest increases in petrol and electricity).?*

Overseas literature suggests that renters are often counted amongst the losers from

climate change adaptation. Dundon and Camp (2021) found that:

e renters are often less prepared than homeowners for climate-related disasters
(e.g. because they lack the incentives and/or authority to invest in making their
rental property more resilient to potential impacts, such as floods)

e renters suffer various co-vulnerabilities including limited savings, significant
levels of debt, and living in less weather-proof dwellings

e renters have less knowledge than homeowners of the risks affecting the area
where they live. This is partly because most of the relevant information is
provided to property owners rather than renters. Also, owners often do not
disclose the risks to those who rent their properties

e renters are frequently transient and tend to reside in communities where they
are less able to rely on neighbours for support in the event of a natural disaster

e managed retreat policies tend to give preference to homeowners over renters,
with very additional little support being provided for low-income rental housing
in areas designated for relocation. As a result, renters tend to remain in at-risk
locations longer than owners and/or gravitate to such locations because the
rents are low.

Yet those renting properties in areas subject to managed retreat are often given
only limited public assistance. For instance, in the United States there is reliable
evidence that both the direct impacts of climate change and governmental property
buy-out programmes often leave renters significantly worse off.

These come alongside the direct costs of climate disruption itself such as increases
in insurance premiums, increases in food prices through weather disruption and the
like.

The point is that climate change, and funding climate action will necessitate some
change to the framework for social assistance. Some of the more regressive impacts
might be mitigated by returning part of the ETS revenues to lower income
households. This carbon dividend can both partially mitigate the distributional
impact on lower-income but can also create a higher level of public accptance of the
ETS and support mitigation efforts in general.

24 Davis, Hart and Stubbing (2024), Household cost-of-living impacts from the Emissions Trading
Scheme and using transfers to mitigate regressive outcomes, analytical note written for the Treasury.
Last retrieved from https://www.treasury.govt.nz/sites/default/files/2024-02/an24-02.pdf on 28

May 2024.
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What should be funded?

We turn specifically to the range of adaptation costs below — using the classification
developed by the Expert Group on Managed Retreat. While developed specifically
for managed retreat conversations there is some degree of crossover with other
adaptation projects or processes and the funding framework will need to cover a
significant number of activities to reduce long-term costs.

Successfully engaging on climate adaptation is multi-stage, central
government support is justified.

The costs of public engagement will be significant and ongoing. Some centralised
support for these processes is justified and may involve mechanisms other than
direct funding support.

As the Committee will be aware adaptation processes are both highly complex and
subject to a high level of public interest. The ideal community engagement process
starts with, and seeks consensus on the nature of the issue, the options for resolving
the issues and solutions. Done well these processes can take months or even years —
retreat out of the post Canterbury earthquake red-zone is a good example. In the
case of climate change the process will be resource intensive given the range of
engagement tools - tactile models, simulations (such as virtual reality), face to face
meetings, expert input — that are required.

A funding split is needed for the ‘project costs’ including managed retreat.

Despite considerable discussion in the past the critical issue of funding and
financing climate adaptation has remained unresolved — in particular, the
appropriate balance of private and public contributions?®> and the share between
local and central government. As we have indicated the costs of adaptation,
including managed retreat — especially where the community needs to relocate en
masse — are likely to be large and likely to grow in future.

We are attracted to the Expert Working party’s conclusions around funding
allocation. We accept that councils should have some responsibility for funding
adaption, and new infrastructure. We note that Boston and the Expert Working Party
have recommended that local government should not fund managed retreat —
‘there is likely to be merit in minimising, if not avoiding altogether, any cofunding
arrangements, certainly those involving sub-national government’.2® We recognise
that this is unlikely to be politically palatable to central government and therefore
accept that local government may need to contribute.

25 Boston, J, 2023, Funding Managed Retreat, p.64.
26 |bid, p.175.
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However, current funding tools and financing settings mean that councils are unable
to meet the upfront costs of early adaptation alone, and in some cases will be
unable to meet ‘their share." We therefore recommend alongside Crown investment
that some form of differential will need to be applied to take account of factors such
as deprivation, and council’s ability to pay — not dissimilar to funding formulas for
local roads.

It is highly desirable that any agreed funding split should incentivise early action,
which implies it should be better than waiting for a disaster to strike. It will therefore
be important to signal the appropriate funding splits for adaptation pre and post an
event and offer an adequate level of financial assistance to encourage voluntary
relocation that is favourable to compulsory purchase arrangements. It will be most
important to ensure that the framework is both fair and seen to be fair if it is to
endure.

We also note there are also some perverse incentives within the system — such as
Waka Kotahi funding for replacement like for like but a lack of funding for much
needed improvements, which may provide better long-term outcomes. We agree
with LGNZ that guidance should be developed and policy settings changed to
incentivise building back better post-event.

We also support a more generous approach to homeowners that must relocate and
a system that differentiates between primary places of residence and second homes
and prevents undue hardship.

Support for communities

The Expert Working Group recommended that funding for managed retreat build in
funding for the provision of independent advice including legal support for affected
parties. We note that where these services are provided at all under current practice,
they are all privately funded (and rely on collectivisation or donation of work ‘pro
bono’).

We see a need for some element of public funding - access to due process is critical
to public acceptance of any decisions. The Committee may want to consider
whether any funding support should be subject to means-testing (or other means of
targeting) alongside appropriate safeguards (for example, a financial cap, or a limit
on appeals).
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Recommendations: Funding

That the Finance Select Committee agree that:
a Climate Adaptation Fund be established
any Climate Adaptation Fund be grounded in clear formulae and criteria

any Climate Adaptation Fund be based on the design principles listed on
page 14 of this submission

that the Climate Adaptation Fund be part pre-funded

that the price of emissions units needs to be increased significantly to
support adaptation objectives

that emissions producing activity outside the emissions trading scheme
should be taxed - both to support mitigation and adaptation objectives

that there should be a fair and equitable funding split between central
and local government for climate change adaption implementation, not
just managed retreat, that incentivises early action.

that some form of differential within the funding split - or as a top up -
for vulnerable communities and councils with a limited ability to pay
should be applied.

that legal, social, and business assistance and post-relocation costs as part
should be part of the framework

further research be undertaken to identify the incidence of the costs of
climate change adaptation

that funding include support for those who rent to relocate from areas of
managed retreat

part of the revenues from the emissions trading scheme be used to
provide support for the low-income to meet additional costs out of
climate change adaptation and mitigation
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Climate Risk and Response Information-Sharing

Climate policy and climate adaptation are heavily information dependent.

Robust information about the likely future state is a necessary condition to identify

the need for adaptive action. The definition and assessment of the adaptation
options must likewise rely on quality information to determine what options are
practicable and to assess the options.

The Parliamentary Commissioner for the Enviroment summarised the need for better

direction and guidance on sea level rise as falling into three broad areas:
e the scientific assessment of impact on communites

e the process of engaging with the community and

e the planning and management decisions that follow.

These are a good summary statements of what the overall needs are, We expand on

these below,

Even the best science and research loses some of its value if it is not accessible

to the general public.

Falling under 'the scientific assessement of impact on communities we have

identified the following (note that we take an intentionally wide view of the term

scientific to include the social sciences such as economics):
a national set of projections of sea level rise and a nationally agreed
methodology or set of methodologies for translating these to local level.

These forecasts should be peer-reviewed (including by at least one person or

agency from outside New Zealand) and regularly updated. A set should be
ready in advance of the first regional spatial strategies

a nationally produced set of climate forecasts. As with the sea-level rise these

forceasts should be peer-reviewed (including by at least one person or agency
from outside New Zealand) and regularly updated. Agencies such as NIWA are

producing these

3. robust analysis of the likely economic impact of climate change including
sectoral impacts, and guidance on how to think about the local economic
impact of cliamte change. This guidance must be comprehensive in that it

should incorporate discussion of the economic opportunties (e.g cultivation
different tyeps of agricultural and horticulural products might be enabled in

areas where this is not currently possible). As we have seen, Treasury have

produced an analysis of the potnetial impact on the Government'’s financial

position but these is little else that is specific to New Zealand. This is perhaps

the largest gap in the stock of information that is available now or in the
foreseeable future
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4.  each of 1-3 is important in itsef, but the impact of each is blunted if it is not
accessile to the community as a whole. More needs to be invested in resources
that make the science accessible to the community e.g. “here’s what sea level
rise means for New Zealand.”

There is a strong economic case for aggregating the production of climate
science and research.

Quality information costs. Whakatane District Council expended approximately $1
million compile the evidence to identify the level of debris flow risk to residents of
the Awatarariki Fanhead, with the resultant retreat of 34 properties.?’

The Expert Working Group concluded that:

“Because of significant economies of scale, and the need to maintain national consistency in
the quality and availability of the data, we think this initial data gathering should not remain
the responsibility of local government. It should be managed by a central government
entity."®

We agree, and we'd also add that there is a shortage of the requsite skills in science
and applied economics in New Zealand, and that there are synergies in clustering
skills togther.

And one final comment, whatever agency or agencies undertake these roles will
need access to people who are skilled in communicatios and in human learning
(especially adult learning).

Engagement

There is good guidance on some of the general approaches to engaging on cliamte
adaptation — for example, dynamic adaptation pathways planning is well covered in
guidance from the Ministry for the Environment. But some other engagement
needs for climate adaptation include:

e enhanced guidance as to what is deemed an unacceptable level of risk is
essential. All conversations on adaptation begin with an identification that a risk
exists and what the level of risk actually is (no risk, no need to adapt). The
decision-makers assessment of risk is one of the more common and (possibly)
more fruitful areas of challenge. These mix scientific judgemnt, local knowledge
and policy judgement. No guide can ever replace all of these with hard and fast
rules but criteria and some gudiance around what makes for a robust process
would help. Guidance will be needed whatever approach legislation takes to a

27 This is just the cost of risk assessments — we are advised that the cost of the retreat itself was
around $17 million.
28 Report of the Expert Working Group on Managed Retreat, pp. 197-198.
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definition as we are sure this will be tested through the courts (probably in lower
lying but wealthy areas)

e an assessment and explanation of te Titiri implications arising from climate
change adaptation and guidance on how to contextualise these at local level

e alternative engagement and decision-making tools for circumstances where
dynamic adaptation planning is not appropriate (smaller projects etc)

Case studies and shared learning are the ‘core’ of our adaptation engagement
needs.

But most of all there is a hunger for case studies and shared learning around what
works. Collectives such as the Aotearoa Climate Adaptation Network are compiling
and sharing local government examples. But we would add that central government
and private sector infrastructure providers (such as energy and telecommunications)
have examples that they can share. For example, Spark or Genesis Energy may have
lessons to teach about the withdrawal of service. We know that the New Zealand
Transport Agency has and is considering matters such as replacement of lans
transport assets after exteme weather.

Taituara has recognised several high-quality examples of climate adaptation through
its Excellence Awards (and elsewhere). Thames Coromadel District's Shoreline
Managment Pathways Project won the 2023 GHD Award for Environmental
Leadership.?® In 2020 Dunedin City Council recevied a highly commended citation in
the Ministers’ Award for Council Community Relations for the restoration of Karitane
sandspit. 3°

Of course, there are many other examples. Probably the best known example in the
sector is the ongoing DAPP process that is running over the Clifton — Tangoio
stretch of the Hawkes Bay coastline and includes the retreat in and around
Haumoana. More recently there have been the lessons learned from the voluntary
‘buyout’ process that Auckland Council ran to purchase some of the worst affected
of the properties in the wake of Cyclone Gabrielle.?’

Of course, there is an obvious gap in the examples available at present. Almost all
of the examples are of adaptation to coastal hazards. That is no criticism. Coastal

29 Thames-Coromandel undertook shoreline management planning for its 400km of coastline to
reduce risks to people, property, the environment and taonga associated with coastal hazards. The
result is a set of 138 adaptation pathways specific to the aspirations and concerns of each
community and the principles of kaitiakitanga.

3% This was a partnership between Kati Huirapa Runaka ki Puketeraki, the wider Karitane community
and the Dunedin City Council to co-design a sustainable solution to the erosion of Karitane sand
spit. The solution agreed upon was to construct a natural driftwood windbreak to trap and
accumulate windblown sand.

3T We can arrange for the Committee to view a recent webinar on this if this is of interest,
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inundation and erosion are two of the leading edge impacts of climate change and
rightly have ‘come first'.

Here's the point, a repository of examples cannot be a static ‘compile once’ and
walk away. Just as the risk profile changes, case law changes, public mores and risk
tolerance changes

The centre of excellence model has appeal for climate adaptation

The Productivity Commmission recommeded the establishment of a centralised
source of knowledge and guidance about climate change adaptation. It will need to
have strong links to the scientific community to draw on up-to-date climate science
and data as well as expertise in regulation and planning, community engagement
and risk management.

More can be done to develop a workforce skilled in disciplines relating to
climate change, especially climate change adaptation.

The disciplines that support climate change adaptation are in short supply within
New Zealand (as they are elsewhere in the world). Pockets of climate expertise exist
within central Government agencies (such as the Ministry for the Environment and
the Climate Change Commission), some of the larger local authorities, and the
consulting industry.

An overall assessment of workforce need and strategies is the place to start.

Taituara is exploring with the Aotearoa Climate Adaptation Network the potential for
qualifications ranging from post graduate diplomas to micro credentialing as part of
an adaption professional development programme (National Adaptation Plan
Action 3:29) to enhance capability and provide assurance. New Zealand is starting to
see degree level courses offered now (suhch as the Bachelor of Climate Change
offered through the University of Waikato).

Central Govenrment can support the aquisition and development of a workforce in
similar ways to the means that it uses to support other sectors. Immigration policy
settings can be adjusted to target those with backgrounds in climate science,
environmental sciences (such as hydrology), resource planning and environmental
engineering. The settings for the student loans scheme could be amended thorugh
one or more of a partial foregiveness of debt and/or low or zero interest.3> And
both central and local government can use instruments such as internships to

32 A mechanism such as debt forgiveness would need some qualification such as a minimum period
of service within New Zealand — we would want to avoid subsidizing the climate workforce needs
of others.
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develop — thougn again no-one is keen to develop skills that go straight into the
private sector.

Recommendations: Information Sharing

That the Finance and Expenditure Select Committee agree that:

14. funding for national climate projections and projections of sea-level rise
be enhanced

15. central government support research on the economic impacts of climate
change (including the opportunities from climate change)

16. part of the funding package in recommendations 14 and 15 above be
devoted to producing guidance to assist local communities to translate
this information to local level

part of the funding package in recommendations 14 and 15 above include
funding for resources and support that makes this accessible to the
general public

a climate adaptaton centre of excllence be developed

central government lead development of a workfoce strategy for the
acquisiton and devleopemnt of climate change related disciplines. The
strategy would draw on expertise within central govenrment, local
government and the private sector

central govenrment consider mechanisms such as adjustments to
immigration policy settings, the studenot loans scheme to attract and
retain people into the climate change related diciplines. All players in
devleopment of the strategy woul.d also explore other tools for workforce
devleopment such as internships.
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Other Tools and Support

In this section we turn to some of the other tools and support that local govenrment
and local communities might need to support climate adaptation as well as some
other points that did not fall neatly within the earlier three sections.

All climate adaptation planning needs to proceed from a shared and consistent
timeframe.

Legislation sends slightly mixed signals about climate change and adaptation,
particularly in the planning timeframes. The NZ Coastal Policy Statement requires
those with obligations under that document to take a 100 year view. Assessments
under the Building Act 2004 are set at 50 years. The Auckland Unitary Plan has a
planning horizon of 30 years, as did regional spatial strategies under the (repealed)
Spatial Planning Act and infrastructure strategies under the Local Government Act
2002.

There is a degree of commonality and stability in forecasts of temperatures and sea-
level rise to around 2060. After that a higher level uncertainty and hence variability
of outcome is forecast. To make the practical import apparent, the point where
uncertainty really takes hold sits at the outer edges of some of the shorter-term of
the above. We also observe that a person buying their first home today could still
be invested in 2060.

Recommendation: Planning Horizons

21. That the Finance and Expenditure Select Committee agree that the

planning horizon for climate change impacts and adaptation should be
standardised at 100 years. This extends to the Coastal Policy Statement,
any statutorily mandated spatial plan or strategy and infrastructure
planning in coastal and flood plan environments

Current land-use planning legislaton will not support climate adaptation.

The Expert Working Group concluded that the Resource Management Act 1991 (and
land-use planning as we currently conceive it) will not support adaptation.
Specifiically:

“Issues with using the land-use planning system for planned relocation include the
lack of legislated mandate, processes, powers, institutional arrangements, and funding
to support planned relocation. In particular, gaps arise from:
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« the protection of existing uses by the planning system — this makes it very difficult
to change existing uses to reduce risk, particularly in anticipation of risk, or before
risk becomes intolerable

 the lack of a clear, specific, mandated requirement to reduce risk through planning
for, and implementation of, adaptation (including relocation)

 the inability of the system to plan in the face of significant uncertainty

« the lack of national direction on when and how to plan for relocation (although
there is national guidance on how to approach adaptation planning in a coastal
context, there is no national consistency on when and how planned relocation
becomes a valid response to risk, or on the role of risk tolerance)

 insufficient powers, tools, and mechanisms to carry out a planned relocation — in
particular, to require action to be undertaken and to change ownership of land,
resulting in adaptation plans that struggle to get implemented

 the lack of clearly articulated roles and responsibilities for enabling planned
relocation, both from a planning perspective and from a funding perspective.”*3

As you can see a wide range of powers are necessary to support adaptation. These
include more general powers such as planning and the processes that support
planning, powers to act in emergency situations, and powers to override other
activities (for example, land-use plans under the RMA and whatever successor
legislation may be coming).

Adaptation, where is has occurred, has been undertaken using what powers exist
under the Local Government Act, and in some instances commercial agreements
(such as the voluntary buyouts that have occurred post Cyclone Gabrielle.

A framework created by piecemeal amendments to other legislation runs the risk of
inconsistencies between the different statutes (and even inconsistencies within the
same statute), potential gaps in the overall framework as things simply get ‘lost
translation. We favour a single Climate Adaptation Act.

Decision-makers needs stronger and clearer powers to acquire land.

Retreat is one of the core tools needed to support adaptation and fundamental to
retreat is the notion that the landowner surrenders the right to use or occupy the
land (with compensation usually). The power to acquire land is therefore a key
element of retreat.

Governments, central and local, need clearer stated powers to acquire land for
retreat purposes. The Public Works Act 1981 governs the acquisition of land by
public agencies for public works which a local authority are defined as: “a work
constructed or intended to be constructed by or under the control of a local authority,

33 Expert Working Group on Managed Retreat (2023), pp 8-9.
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or for the time being under the control of a local authority”. It is arguable that the
acquisition of land to remove it from use to prevent development is actually
empowered under this Act.34

The definition of "work” under the Act is very wide and applies to “every use of land”
which the Crown or local authority is authorised to “construct, undertake, establish,
manage, operate or maintain by or under this Act or any other Act.” Again this is
very oriented to building or operating works, rather than removing buildings.

These are not academic points — the compulsory acquisition of land is the decision
most likely to be challenged of any in the adaptation context.

Further, the power to acquire is simply that. It may be in some cases, for example,
where the risk is not expected to materialise for some years that options such a
buying the property and renting or leasing to former owners for a limited time
become feasible. (Managed retreat and acquisitions will involve multiple properties
— the transactions costs of this tend to encourage public bodies to do as much as
they can at the one point in time. These sorts of options can also provide for some
transition for affected property owners).

For the reasons given above, the powers to acquire land for climate adaptation
purposes should be part of any Climate Adaptation Act. The Public Works Act 1981
could be amended as an interim measure — and indeed we understand a review of
the Act is planned for the near future.

Recommendations: Acquisiton of Land

That the Finance and Expenditure Select Committee agree that:
22. any future climate adaptation legislation include powers to acquire and

manage land for climate adaptation purposes

23. as an interim measure, the Public Works Act 1981 be amended to ensure
the acquisition of land to support a climate adaptation measure is treated
as a ‘work’ under this Act.

34 The situation is marginally better for the Crown in that the definition of works is a work or an
intended work that is to be constructed, undertaken, established, managed, operated, or
maintained by or under the control of the Crown or any Minister of the Crown for any public
purpose ... even where the purpose of holding or acquiring the land is to ensure that it remains in
an undeveloped state.” It is quite clear that acquiring undeveloped land is contemplated (DOC
would be out of business otherwise) but again acquiring developed land is not.
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Legislative frameworks must consider the implications of continuing to service
climate-impacted areas.

This is a practical issue that has been encountered in other circumstances such as
the so-called 'red zones’ after the Canterbury earthquakes. As areas subject to
managed retreat are vacated and only the ‘holdouts’ are left the cost of continuing
to provide infrastructure to those properties increases and the risks involved in
providing services increases (for example roads being washed out, utility lines
damaged etc).

The cost of these services is as much a market signal as the cost and availability of
insurance or the terms and availability of finance. Decisions to stay in place should
be made cognisant of all of the costs and risks of such a decision —to do otherwise
is to expect a subsidy from other ratepayers or customers.

Local authorities and other infrastructure providers should be permitted to use tools
such as full cost recovery in these instances. There is some merit in allowing for
withdrawal of service provided that sufficient notice is given to the landowner to
enable them to put alternatives in place. Of course these options should be clearly
signalled as potential consequences during the engagement phases so landowners
are clear. There are additional consequences — for example a property needs road
access as a condition of getting certificate of title.

Recommendation: Continuation of Service

24. That the Finance and Expenditure Select Committee agree that legislation

allow local authorities and other service providers to charge full economic
cost or withdraw services where property owners choose to stay in areas
where managed retreat has occurred or is occurring.

Don’t fund what you don’t want more of — funding pools should be designed
and operate in ways that do not undermine adaptation objectives.

And finally, we observe that central government funding tends to operate through
contestable funding pools, where funding is rationed using application and/or
business case processes. This is as it should be — these processes allocate scarce
public funds to maximise value for money

The allocation of funds by agencies such as NZTA, and funding pools such as the
Regional Investment Fund provide powerful incentives to behave in particular ways.
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The criteria for these pools, particularly those of an economic development nature,
should be designed in such a way as to support adaptation objectives. For example
disincentivising investment in flood plain areas or in coastal areas at inundation risk
and where suitable adaptive measures are not being undertaken.

Funding through agencies such as NZTA needs to be configured to support market
signals. Insurance retreat impacts the life-cycle cost of an infrastructure network as
well. The business case methodologies for new projects need to emphasise not just
economic costs and benefits, but the strategic and delivery cases (i.e. does building
this road on a surface in an area of accelerating coastal erosion make sense). Land
transport providers need to signal what of their network is at risk — and in these
cases maintenance and renewal funding should ‘taper off".

This points toward a strengthening of the links between adaptation planning and
landuse/environmental planning discussed earlier.

Recommendation: Design of Contestable Funding Pools

25. That the Finance and Expenditure Select Committee agree that the
criteria and processes for applications for funding from central
government should aligned to support adaptation objectives.
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for esample costs of supporting th from: climabe change (Boa &1). imiplic aticeres for how scal
repalr of essential infrastnechee ¢ NEIER pstimate that climate crange could impacts ane realsed. For
Fiscal investmant to reduce risk for public Cause an increass in the anmeal gowthof  @ample, cholces amund:
Impacts asseis, and any potential support for sk the Crowe liahiy for natural hazards risk management and
e hion mEasures for private assets frioems 5.3% &0 5.5%-5 T4 through 1o 2050, adaptation palicy seitings,
support for boessholds, businessesand 0T o s including how risks and costs
CosTeTRRLie s T transition o kower foads (Bok 6.1). may be shared between
M s o OF miong mﬂ.ﬂrl:mq:n‘ Indrriduals, the privabe secior,
OpEraing. Iocal suthontes and contral
v Lower eccnomic activity and crystalisation govEmment
if climate- related fisral risies 2 Gy to e o b
ragathely impact Crown e and compansatory polices o

address the broader equiby
Impacts of climate change.
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Tabie 2: The transition 1o a lew-emissions econanmy - surmmsary of econamie and fseal implications

Surmmary of expected impacts

Economic impacts

GDF ks expecied to conbinui 0 e,
alzhough o lower |ovelks relatee to base ine
counterfactual scenarios.

Additional insestment in key mitigation

techrologies beyond baseline
counterfactual levels is expected o be

requined to meet Mew Zealand’s emisskrs
targets.

Key quantitative evidence
{=ee relevant section for more detall,

irciudieg limizations)

» Thee OOC estimated that achieving
Mra Tealand's domestic targets
ling wALh s meodslsd demonstraticn
==
= could reduce the rabe of GDF growth

e the perod 000 to D50 by
0.04% and the level of GOP in 2050
oy 1.2% comparned to its modelisd
counterfactual (Table 5.1)

Thiz composition of the econcemy ks Likety
o sigrificanily change, with the kand and

= could requine an additional 38 bilkon
of caphkal investment in oy sectors

Key sources of wvarability

3

2

T pace of technological
Irrvzeation and Mew Zeatand's
rabe of uptake of kew-emissions
techmologies will influence overall
BCONOMIC COsTSs.

The economy’s ability to
efickntly realiocate MEounEs
towward, and enhance productivity
I, boww-@miting actasties will be
a by determinant of eoonomic
COARE.

- support for disnepted howseholds,
beminesses, communities, and othar
measures to support the objectie of
an eopetabde ke e ons tran hoe .

Ui Pac s OO OO FEven e ane Bkely to
be negatie. Adverse impacts on GOFP

e oxpecied to reduce revenue bases.
Chargges in the transport system will have
SOME TSR IMPACts ON FEVErse over
tme.

Thiz Croven asset base ks expecied o requine
changes in both matune and scale o
SUpport the rarstion.

Since late 2021 cash proceeds from MZ ETS
auctions have been used asthe basis for
public spending on climate change as
funded through the recently established
CERF.

depending on future auction prices,
the cash proceeds from NZ ETS auctions

over the pericd 2083 to 2006 could range
froem 52 .4 bllion to 6.2 bilion
{Tabie 5.4).

s |lustrative calculations based an OCC
madiel ling indicate that the fiscal cost
of direct support for additicnal
Investment {bayond considened
counterfactual evels) in a range of key
mitigation iechnologies throwgh to
2050 could e arcund $4 to $12 billon,
assuming the Crosn contributbes 109
to 30% of Investment costs {Table 6.3).

-

sectors and others rellant on fossil throesgh to B0S0 bayond the
fusks parti 1 — »  Bebavoural shifts at a howsehold
ety counberfactual {Bax 5 Iewed will affect the pace of the:
Adverse o5 froem changi ) trarsiion and overall economic
hm'.j mrﬁ:T;nﬂnwm:nullqtn ' m:’“‘“mm"ﬁﬂ“ impacts. -
pacts dispropoetionate afect Iorwer-income impacts of kI ETS prioes on househol
- v espenditure indicate that petrol, # Thaa timing and mpmct of
. alectricity and other price changes will be domastic policy chisices will
Mdon ane especially wilnerable o boe, and «will ba afiect overall trars Rion costs and
Trarsitional mpacts, heing ower 8! im (Figure 5.} hoe they e dtnibated acnoss
represented in lower-income households : ! ' th BEoNaY.
and In - ETECH NG SeCtors. »  Recent modelling indicates that
. e e introducing a price cn agriceltural + The efizct of any dsniptive
e Fyetem =oma degres emisshons is likely o result in significant Claygpes o sl enliestem will
:n:k:m"mm'u related business land-use change and & reduction in """’""‘P";':“::f“""“h
aggregate net revenue for the agricultune BeCNOMY =
skzrificant co-benafits, for mample through
Iriprove mats in Fealth and emviroremental
wrllheng.
Ky aneas of fscal pressure ane expected » EBased on the llkestrative scenario » Ky policy cholices include the
; o include: In this repar, the cos of afshone mixand timing of domestic
a - pablicly funded measunes to support mitigation prerrhases required to meet mitigathon maasures, hoe current
dhomeestic emisslons ned ucion and HOCT {in adciton tood omestsc action) and fstune governments choose
Imvastment in offshore emiss ors repres et a significant fiscal risk wnder o leverage availlable spending
Flscal reduction all scenarios considered (Section 7). and ron-spending levers, the
Impacts = Imternational o mate Snance + Illusbrative modeling indicates that, balance of eSort towand domestic
contributions and offshore mitigation action,

e amibition of fubere emissions

tangets {for sample fuure
WICs), and Hhe use of balance
sheets to fund the transitkn
(oo evamiple e emissions
hospitals).

Thee wolume required and
purchase price of ofshore
mitigation bo suppoet achieving
Mew Zealand’s MDCT will be
infiuenced by both domestic
policy decigions and wider
developments, including a
shifting international contot.
Fizcal Alows from the MZ ETS
depend on vanables such as

regulatony seftings, supply and
‘demand.
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