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1 Introduction

ICD Property are seeking a consent under the COVID-19 Recovery (Fast Track) Consenting
Act 2020 to accelerate the development of a high-rise apartment building inCéqtral
Auckland. In addition to bringing forward the development of residential dwellings¥ the
CBD, the project helps sustain construction jobs. Given central Aucklapd has begn
particularly hard hit by the effects of a COVID-19 driven downturn indourism, this has«Ng
potential to be beneficial. ICD Property have commissioned Market*EcOgomics to dssess
the economic effects of bringing forward the proposed projegth\towduantify theNeffect
granting consent under the COVID-19 Relief legislation will haVes

1.1 Background

The government have recognised that the COVID-19 pandemic has caused setious economic and social
disruption in New Zealand —in particular, in areasthatarehighly reliant eAtteurism (especially international
tourism) to sustain their economies. In ordefyto provide a degree, of,economic impetus, government
decided that the consenting and approval processtas currently operated under the RMA, did not provide
the speed and certainty needed for developers to progress theif plans. Government recognised that by
speeding up the development proeess, benefits would flow early to communities as demand for labour
would increase sooner and wages@ndisalaries paid would sustain communities earlier. In addition, the
developments themselves (commereial, residential ‘and infrastructure) would stimulate and facilitate
economic activity in communities suffering fromCOVID-19 driven downturns.

To this end, the COVID-19 Reebvery (Fast-trackiConsenting) Act came into effect in July 2020. The purpose
of this Act was to promote economic aetivity while continuing to promote sustainable management of
natural and physical resources. TheyAct established 2 pathways for projects to be fast-tracked;

e Listed projects: these(are outlined in Schedule 2 of the Act and are already eligible for the fast-
track process

o Referredgrojects: these are projects not listed in the legislation, but can be referred by Councils
tosthe minister for confirmation

The Act lays outasset of criteria that a project will be assessed against to see the degree to which it supports
the purpaose of the Act.

1.2 Assessment Criteria

The criteria that are relevant to this project are outlined in Section 19 of The Act, included in the criteria
are;

a) the projects economic benefits and costs for people or industries affected by COVID-19, and
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v

b)
c) Whether the project would be likely to progress faster by using the processes provided by the Act

i. Generating employment O
fi. Increasing housing supply
fii. . Q
X0
The following assessment places the fast-tracked development impacts against t \b d devel
impacts to highlight the degree to which the fast-tracked proposal generatesec ic enefits\
and communities affected by COVID-19 downturn. !\

than would otherwise be the case.
d) Whether the project may result in a public benefit by, for example;
pe

C
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2 Study Area and COVID-19 Impacts

2.1 The Site

The development site is located at 65-71 Federal Street, within the Auckland CBD. The site is currently
occupied by a seven-floor car parking building. ICD Property are seeking a Fast Track consent as'a referred
project in order to shorten the consenting timeframe, speeding up development«of a high-rise apartment
building. The proposed development is described in detail in the Tattico report.in support of the project.
In brief, the development will see a 54-storey apartment building with 357 apartments built over the space
of 39 months. The build will provide a range of apartment types and a retail'space on the,ground floor.

2.2 COVID-19 Impacts

Auckland has a diverse economy, which (overall) serves to.mitigate thedmpact,of COVID-19. Tourism and
industries associated with it have been most ‘affected by the economic downturn associated with the
pandemic. While tourism still represents a significant proportion of the Auckland economy, there is less
reliance on this one industry than in other areas of New Zealand./However, across the board, all industries
are impacted at some level throughyeffects related to COVID-19, such as disrupted supply chains, trading
restrictions, and general uncertainty®."Figlire 2.1 shows,theicontribution to the gross domestic product
(GDP) of the Auckland region fremythesseven largest.industries until March 20202. While the data available
does not illustrate any significant changes caused by COVID-19, it does highlight the fact that Auckland’s
economy is well diversified across different. industries. The industries shown contributed 57% of the
region’s GDP in up t0:2019. The sectors most impacted by COVID-19 (such as accommodation and food
and beverage services) representenly around 0.5% and 1.6% of the regions GDP, respectively.

Given the wide ‘economic impacts of COVID-19, businesses within most sectors have experienced some
negativesimpacts on their_abilitystdo operate. This, combined with the downturn in industries directly
impacted is eausing fdrther flow on effects to many in the wider community/economy at present. By way
oflexample, Job Séeker Support data from the Ministry of Social Development (MSD) shows that counts are
trending backsdown but are still high in Auckland compared to pre-COVID-19 levels (Figure 2.2). While Job
Seeker numbers are not the same as unemployment figures (as not all unemployed are eligible for MSD’s
Job Seeker Suppoért), the numbers do help us understand how employment (and unemployment) is
trending im the Auckland region.

1 At the time of finalising this report Auckland is subject to a Level 4 Covid-19 related lockdown.
2 Sourced from Stats NZ
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Figure 2.1 - Contributions to GDP in Auckland by Industry 2000-19 (Source: MBIE)
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The c@ction sector tends to grow commensurate with overall economic growth. As more jobs are
ed or created in central areas, more households are going to reside in the area to live and work,

%ing demand for dwelling and other commercial construction.

Building consent data offers an ability to measure intended activity in the construction sector in the short-

term future, particularly the next 12 months. Based on data from Stats NZ, construction consent numbers

have exceeded pre-COVID levels, which may have been influenced by delays causing a backlog. Figure 2.3

shows total construction consents by quarter for the Auckland Region and the Waitemata local board area.
It shows that consent numbers fluctuate between quarters, but historically the trend has been increasing.
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Total construction consent numbers increased in the December 2020 quarter in Waitemata (326) and in
Auckland (5,144). The same trends in the last quarter apply to consents for new residential dwelling units
(a subset of total construction consents). Figure 2.4 shows quarterly consents have rebounded since the
first COVID-19 lockdown. Auckland consented 4,893 new residential dwelling units with 298 consehted
within the Waitemata area. While this still looks positive for the next 12 months of constructionactivity,
there is considerable uncertainty for the 12-24 months that follow.

High-rise buildings require specialised construction, utilising vastly different materials and equipment, with
different labour requirements when compared with suburban housing. The impactof COVID-19 on tourism
will likely cause a fall in demand for new hotels and the uncertain wider business ehvironment may also
cause a reduction in demand for new office space both of which occur in high rise buildings. These large
buildings generate a substantial amount of value on fewer consents. Quarterly consents of apartmentunits
(a further subset of total construction consents) over the past five years,and'the number of apartments
proposed for 65-71 Federal Street are shown in Figure 2.5.

In the most recent quarter, the Auckland region had 651 newtapartments consented with 172 consented
within the Waitemata area. Given the role Auckland’s_ CBD plays in providing capacity for intensive
residential development, the numbers of apartments being onsented on a‘quarterly basis is low. A clear
direction has been provided by central Government“to local government that more intensification is
required to achieve a reduction in house pricésyontaverage andfa significant improvement in housing
affordability®. Intensification in the CBD is also desired by @ouncil*@nd central Government from the
perspective of creating a compact Cityy"Contributing to amwell-functioning urban environment. When
comparing Waitemata Local Board_ceonsented apartmentidata to the proposed development of 65-71
Federal Street, the most recent consent figures, and average over the five years (229) are significantly lower
than the proposed 357 apartmentsifrom just.one’building. While the trend in consent numbers still looks
positive for the next 12 months of construction activity, there is also considerable uncertainty for the 12-
24 months that follow. Espeeially as the central Auckland area is made up of a large proportion of this type
of building, the data does not necessarily. provide an accurate picture of this sub-sector. Therefore, what
may look like a résurgent construction industry might not necessarily be accurate for all areas within it.

At the beginning of 2020, the ‘construction section directly employed 62,000 employees across 25,000
businessesyin the Auckland region®. The construction sector employs a significant proportion of the total
regional workforce! sltyishimportant to keep workers in this sector employed and avoid escalating
unemployment and underemployment, but also support the sector because it can provide a significant
number of job oppertunities, across a range of skill levels, for workers in industries adversely impacted by
COVID-19. Intaddition, the sector has strong links into a wider value chain such that additional activity in
the Construction sector is supported by additional activity in manufacturing and services sectors. Finally,
the relative proximity of Central Auckland to the surrounding region means that large scale construction
projects in the urban area is likely to provide opportunities for construction businesses throughout the
wider region.

3 The National Policy Statement Urban Development (NPS-UD) provides this direction.
4 Stats NZ: Geographic units by industry and statistical area 2000-20, based on data from the Statistics New Zealand Business
Register as of February 2020.
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Figure 2.3 - Total Construction Consents by Quarter in Auckland and Waitemata Local Board Area
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3 Economic Impacts

3.1 Approach

This analysis relies on an estimated cashflow analysis based on data provided by ICD Property, in respect
to their own forecast spending and the timing of that spending on; site preparation, construction, design,
approvals, consultancy services and PR/marketing. That is, costs and timeframes| to remove existing
structures and develop the land up to and including the sale of apartments to thewresidential market. This
spending by ICD Property is mostly directed to businesses within the Auckland region”.

Specifically, M.E have assumed that all construction related professional services (i.e., engineering, land
surveying etc), heavy and civil construction, local government administration (i.e., council) and‘real estate
services, will be carried out by businesses within the Auckland region, The balance 6fspending (i.e., finance,
insurance, legal, advertising/marketing, central government administration and\development project
management costs) is also assumed to be directed to businesses, based in Auckland, due to the regions
status as New Zealand’s major hub for the service sectorss

M.E. have matched this planned spending to 48 €conoemic sectorsyin an inpdt-output (I0) model which has
been customised for the Auckland economys(using'a 2016 basesyear)..The |0 model provides projections
of the value added and employment in_the ‘economy as a result of this additional activity. Value added
arises through the spending, directly. and’indirectly, as the new activity flows on to other sectors of the
economy. The links between the studyiarea and the surrounding regions are also captured, showing the
extent of the spread of the additionaleconomic aetivity. The 10 model contains data on gross output for
each sector and employmentin‘Auckland. Wesare able to then generate an annual average ratio of gross
output per person employed in each sectopin,order to translate additional activity into employment.

As the cashflow analysisprovides spending detail based on a mix of cost per stage of the development and
for construction, by floor level, we have split the year into quarters for the analysis. By applying these ratios
to the quarterly.revenue each sectoris forecast to receive from ICD Property spending, M.E have estimated
the count, ofsjobs (by sector and“approximate location) sustained each quarter as a result of the ICD
Property developmeht {“job years and quarters”).

€D Property have‘provided forecasted cashflow by development stage with time estimates under the Fast-
track pathway, while the normal consent scenario is expected to have the same cashflows but with a 12-
18 month delayS.Therefore, the scenario under the regular consent process, pushes back all cashflows by
15 mopthswith no additional economic activity in the delay period. The analysis compares the value added
andsjoblyears, sustained over time for each scenario. The value added results are then discounted on a
quarterly basis at an annual rate of 5%’. Discounting is used to reflect the rate of time preference and the
opportunity cost of capital, reflecting the present value of future benefits. In other words, economic

5 For the 10 model all expenditure is assumed to be in Auckland for simplicity.
6 See appendix x for a full summary of assumptions.
7 Treasury NZ default discount rate is 5%.
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activity that happens today is worth more to the community in terms of the wages and salaries paid and
the overall economic activity, than the same activity happening in 2 years’ time. The difference in value
between those two scenarios represents the benefits achieved under the COVID-19 Relief Act.

3.2 Economic Effects

3.2.1 Direct Impacts: Value Added

The most appropriate measure of the economic impacts that occur in,'an ar€a as a resulthof the
development of a project such as proposed, is Value Added. Value addedhis effectively the,contribution to
GDP (less GST) that a project generates, as such it is the value of constfuction minus the intermediate costs
to generate the construction (such things as the cost of building materials, consents, electricity, business
services and imported goods). It captures wages and salariés paid, operating surpluses generated for
owners, depreciation and tax. In the construction sector it is eguivalent to_approximately 30% of total
output.

Under the Fast-track scenario, we have assumeds,that the development,is completed by the beginning of
the 2" Quarter 2026. The cumulative direct valué,added from theé,présent to completion of the project
under this scenario, is projected to be around [$9@)(b)(i)". It is estimated that site preparation could start
at the end of 2022, with construction staringsin 2023 and rdnningfor 39 months till completion. Figure 3.1
summarises estimated value addeds/generated directly, by ICB, Property development under the Fast-track
scenario. The results include the economic value added generated by firms directly involved in the
development inside the Auckland region, as itiis assumed all direct activity is limited to the region. Breaking
the results down annuallyjpin 2023, the Fast-tracked development could have directly created ['$9(2)(b)(ii)

in value added acrossia range of sectors (but dominated by construction related sectors). By the end of
2024, total value addediwould be nearly§s 9@)®)(i) ", and nearly §9@)®)() " in 2025. In the years when
building construction occurs (2023 -2026), the development as proposed would create an estimated £22®®

value added per quarter, on average, if approved by Fast Track consent.
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Figure 3.1- Direct Value Added Sustained by Quarter/Year and Industry - Total New Zealand - Fast
Track Scenario
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Figure 3.2 - Total Direct Value Added by Year - Fast Track v Delayed Consent Scenario

3.2.2 Direct Impacts: Employment Q
Under the Fast-track scenario, directly sustaine@uctlon em begins at the end of 2022 and

is completed by the start of the second quarter of 2026, with si at|on Iastlng the first 6 months and

building construction for the next 39
throughout the full span of the d t. This is on M.E assumptions about the relationship
between construction sector es reqwre to support it and the assumption that costs are

averaged out across eac nt stag ' 7 this is unlikely to be linear, altering the timing of
spend, however the over ts Would e

In 2022, the Fast-tr developmen have directly sustained a total of around 83 job years across

arange of secto 3, this t | coulddincrease to around 327 job years sustained, as the construction

begins, and is expecte ustamed across 2024 and 2025. In total the development proposed

could sust umulatlvet und 1153 job years by completion in 2026 if approved by Fast Track

conse is showgln 3 which summarises estimated total job years sustained directly by ICD

rough red bars), support services (green bars) and real estate (blue bars) activity

Fast arlo The results include job quarters® estimated to be sustained inside Auckland

n as |t med all direct activity is limited to the region. Of the local jobs, they are not limited to

bs occurr| e Federal street site, as construction companies for example, will have office-based
staff in ed in the estimated ratios.

8 Job quarters (= job year/4) reflect full time positions sustained over a three month period.
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Figure 3.3 - Direct Quarterly Jobs Sustained by year and Industry - Fast Track Scenario
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The development activity has a starting point & onths late -; 15 months was used for the
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Figure 3.4 - Total Direct Quarterly Jobs Sustained by Year - Fast Track v Delayed Consent Scenario
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3.3 Indirect Impacts

M.E’s analysis of value added, and-empleyment sustainedy(above) considers only the direct economic
impacts. That is, the effects that“are /directly associated, with the amount of expenditure required to
develop the site. From a comprehensive economic impact perspective, ‘indirect’ and ‘induced” impacts —
also known as flow-on impacts)— are also relevant*These reflect the additional activity, stimulated by the
development, across, the Wwhole econemy.® Many of the products required in construction are
manufactured by industries based in Auckland. Therefore, as construction demands more girders, wall
panels and so @n, the 'manufacturing sector increases output. In addition, when more labour is required,
the workerssare paid wagesawhich theythen spend at retail outlets generating more demand for goods and
servicesslhus, the indirect.and induced impacts measure how much additional activity the direct spend
will stimdlate. The MR|O'allows the calculation of these indirect and induced effects as they relate to this
development — fof the Auekland economy.

Based on the 10 modelling, if the development of 65-71 Federal Street is fast tracked, it will stimulate a
total of §9@)@)G) # of direct plus indirect value added (GDP). Once the induced effects are included, this
rises toS8(2)(b)(ii) in value added (GDP) across the duration of the development under the Fast-track
scenario. The Fast-track scenario is also projected to indirectly contribute to sustaining the equivalent of
2,648 job years or 2,648 Full Time Equivalent (FTE) workers working for one year, once the indirect and
induced effects are added. While all the direct impacts are assumed to occur in the Auckland region, the
indirect impact of the proposed development will have effects reaching the rest of the North Island and
the rest of New Zealand.

When the indirect impacts of the two scenarios are compared, differences arise based on the timing of
benefits. Due to the discounting of future activity, value added is greater under the Fast Track consent
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scenario. In total, in current dollar terms, the fast track development pathway generates approximately
§9@®)i more value added (GDP) than the non-COVID-19 relief pathway. However, there is no difference
in employment impacts between the two scenarios. Further detail of the indirect impacts can be found in
the Appendix®.

3.4 Summary of Fast Track Benefits

The development of 65-71 Federal Street, from civil engineering and site preparation/work leading to the
sale of apartments and through to construction, is estimated to directly sustain empleymeént equivalent to
1,160 job years within the Auckland economy, in other words the employment.equivalent to 1,460 FIE’s
working for one year. In addition to that, it will indirectly sustain considerable local jobs across the supply
chain in a range of sectors. A Fast Track consent will mean that constructionrelated employment can begin
sooner and during a period when it will deliver the most value todocal construction businesses facing a
projected downturn of growth in an uncertain economic climate. “Ihis will allow, them t6 employ more
people across Auckland — potentially offsetting some of the,employment downturn faced by sectors
adversely impacted by COVID-19 (in particular in the Tourism sector).

A Fast Track consent is estimated to bring the peak of,the project’s activity forward by an estimated 15
months.

9 See Appendix B — Indirect Impacts
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4 Housing Supply

The population of Auckland is expected to grow significantly over the long term. The Auckland Cent rea
will experience this trend, especially as the importance of higher density residential property incr d
central living increases in popularity. The central area is projected to accommodate aroun@O

households in 2023, then rising to around 38,000 in 2043. This long term growth in house numbers is
shown in Figure 4.1, where household numbers are projected to increase by around hoIds
year till 2043. As household numbers reflect the number of dwellings demanded‘r aI const %
must keep up with this additional 800 households each year. This h|gh||ghts th or new pa@

buildings to be constructed in the Auckland CBD. A% N

Figure 4.1 - Projected Household Numbers for Auckland Centra{' base year) c)\
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The developm osed dev ent of 65-71 Federal Street is planned to deliver 357 apartments
within Ce and Th|s chleved by 2026, pending Fast-track consent. The development
create I capaut ntlal dwellings that will more effectively help meet demand in the
Auckl tral u he more intensive development helps to address a shortfall in residential
) her |dent|a| apartments translate to lower priced units (all else being equal) and
uentl ing costs. The plan change therefore provides greater opportunities for more
fordable compared with the status quo.

reside wellings is likely to outweigh the anticipated economic and social costs. On that basis, a Fast-
k sent is the most efficient approach to achieve the intended development outcome.

Overaw consider that the anticipated economic and social benefits of the proposed net increase in
I

10 Source: ME Area Unit Households Projections — Market Meter
11 “More affordable” in a relative sense. The resulting dwellings may or may not meet existing definitions of affordable housing.
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5 Conclusion

The proposed construction of a 54-floor apartment building at 65-71 Federal Street is expected to positively
contribute to the future economic and social wellbeing of the Auckland, and through flow on effectspother
areas of New Zealand. To be eligible under the COVID-19 Recovery (Fast Track) Consenting Act 2020,
projects must meet several criteria set out in the Act. As discussed throughout this report;“the proposed
development project will result in economic benefits for an economy significantly affected by COVID-19
and will assist in sustaining the large construction sector (and many other sectors) ‘within the Auekland
region (including upstream suppliers) suffering as a direct and indirect result of"a downturn in_economic
activity and the uncertainty of the economic climate.

The benefit of the Fast-track consent pathway is clear. It means that aslargesnumber of local jobs can be
sustained in the short-term future, with the construction expected to beginiin 2023 — 12518 months sooner
that could be likely under a traditional resource consent approach., While building consent'data shows that
recent levels of construction activity are likely to be maintained oyver the next 6-12 months, the outlook
beyond that is highly uncertain and there is a real risk that,construction actiVity will rapidly slow, putting
even more local jobs (and households) on the line._ [tds also unclear.how, the large-scale commercial
construction sector has been affected by COVID-19 andywhat the ‘outleok is for firms which specialise in
this type of construction. Numerically, providing censent under the,COVID-19 Fast Track pathway for this
development generates a net additional contribution to GDP/of/approximately 89@®)G in current dollar
terms.

Once fully developed, the project will deliver some 357 apartments into the Auckland CBD. This equates
to approximately 40% of an average years growth™ The'development will help ensure that Auckland’s CBD
has a range of residential options,available for prespective households as well as help sustain Auckland’s
high rise construction sectok.
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Appendix A — |0 Model Assumptions

The following assumptions were made in order to run the input-output analysis:

The analysis is based on a series of estimates for project expenditure and the timing of project
stages. Quarterly expenditures are used, and the impacts are calculated based on the quarters in
which they are expected to occur.

It is assumed that all direct expenditure of the development is received in the Auckland region. This
was made for simplicity and the high likelihood that the major of spendingis.directed to Adckland
as itis the region which surrounds the site and as New Zealand majos finaneial and service hub, has
the capability to be largely self-sufficient in completing the development.

ICD Property estimate for construction duration of 39 months*from start of piling. Site prep,
includes demolition, is to be completed prior at an estimated/duration of 6 months.

The estimated construction cost is given in site preparation; infrastructure@nd perfloor costs (total
cost/number of quarters). From here it is assumed that site preparation costs are incurred in the
first six month period. Across the next 39 months the'sum of the total costs by floor is spread
equally across the main construction period, from start to finish. dnfrastructure costs are spread
equally across the duration of 6 months,ofssite prép and 39 monthsybuilding construction. This
assumption therefore creates figure close to.an average expenditure per quarter, rather than the
potential distribution of construction activity and expenditure. These are all classified as
expenditure to the construction industry.

Other costs are assumed to bé spread evenly acfoss,the development stage in which they are
expected to occur (total cost/aumber of quarters). @ther costs provided by ICD Property include
consultant fees, legal fees, and PR and markéting. Statutory Fees and Levies of [s9@®)()! (includes
Watercare charges £*#8@ and Development Contributions £#@) and risk items (excavation — soil
contamination, distributed antennae, and“secondary damper tank) were provided but not
included. THese werefroughly. attributed to stages of the development project which influenced
which industry‘they were allocatedito. As such all costs outside construction were classified as
professional,'seientific, technical, administrative and support services, except forl " million from
PR/Marketing during thé procurement and construction phase (2023-2026). As apartment sales
arewestimated to oceur (in/2022/23, it is assumed the full PR/marketing allocation is directed
towards rental, hiring and real estate services.

Two scenaries are ‘used, one which reflects approval of a COVID-19 Fast Track consent and the
other a delayediconsent, which reflect the standard process. ICD Property have estimated that the
timing difference is between 12-18 months (midpoint of 15 months is used) and no changes in
expenditure are provided.

The results of the input-output model are discounted (except for employment) quarterly at an
ahnual rate of 5%, which is line with the default discount rate recommended by Treasury NZ.
Inflation is not accounted for.
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Appendix B — Indirect Impacts

The following graphs show the indirect impacts from the |0 model of yearly value added and empl%t
totals for both scenarios. Type 1 and type 2 indirect impacts are shown. Type 1 multipliers accou e
direct and indirect impacts based on how goods and services are supplied within a region. Type 2 n@iers
not only account for these direct and indirect impacts, but they also account for induced |@ based on

q‘b

the purchases made by employee.
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Yearly Indirect Employment- Fast Track vs Delayed Consent
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