
Infrastructure

What goes around . . .
Tim McCready looks at the opportunities for “asset recycling” and the Australian experience

A sset recycling enables the
Government to boost its
available funds by either
selling or offering a long-

term lease of underutilised, inef-
ficient, or surplus public infra-
structure to investors in the private
sector.

In exchange for the sale or lease
of those assets, the Government can
receive a large up-front, lump-sum
payment.

Capital received from divestment
can be used to revitalise existing
assets, or fund new and critical infra-
structure needs that might otherwise
have been unfunded or funded using
more traditional methods such as
raising taxes or increasing public
debt.
New South Wales
Since 2012, asset recycling has been
one of the core principles of Aus-
tralia’sNewSouthWalesGovernment
property policy.

The NSW Department of Premier
and Cabinet says that “real property
assets are only held by Government
when required, and in the formneces-
sary, to support core government
service provision.”

Australia’s asset recycling has ex-
tended to the sale or long-term lease
of public assets including ports, “poles
and wires” electricity assets and its
land titles registry, and has reached
a combined value of A$53 billion.

Former NSW premier Mike Baird
campaigned at the 2015 election on
a platform of infrastructure invest-
ment, of which the recycling of assets
was the method to achieve this.

Baird’s re-election demonstrated
that asset recycling and new infra-
structure funding mechanisms can
be economically effective as well as

politically popular — but they take
leadership and vision.

A recent report on asset recycling
by Property NSW showed over-
whelming support for the NSW Gov-
ernment’s policy of recycling prop-
erty assets to fund infrastructure and
better services.

Of those surveyed, 71 per cent said
they favoured leasing or selling
under-utilised assets over more tra-under utilised assets over more tra
ditional measures, such as raising
taxes or increasing levels of public
debt.

Interest from the US
During his visit to Australia earlier

this year, United States Vice-
President Mike Pence told business

leaders that the Trump administra-
tion hoped to emulate the Australian
model of infrastructure asset
recycling as part of the President’s

US$1 trillion infrastructure plan. New
York’s LaGuardiaAirportwas citedby
Pence as one example of an asset that
had the potential to be redeveloped

with the injection of private funds.
LaGuardia is so badly in need of

upgrades, expansion and
improvements that President Trump

has referred to it as “like from a third
world country”, contrasting it (and
other US airports) to the “incredible
airports” in Dubai, Qatar and China.



Upgrading Circular Quay

Sydney
Harbour with
the bridge and
Circular Quay.

It is estimated that the
numberof jobs in the iconic
CircularQuayprecinct in
Sydneywill increaseby
around4500 in thenext 30
years. The ferrywharves
andadjoiningpromenade
werebuilt in the 1940sand
arenearing theendof their
life. Theyarealsonot
compliantwith theDisability
Standards forAccessible
Public Transport.

For these reasons, they
are considered long
overdue for a facelift.

In order to fund the
upgrade, PropertyNSW is
divesting commercial assets
that are considerednot core
to servicedeliveryorof long
termstrategic importance.
This includes the saleof
rights to theground lease
rental incomeatDarling
Quarter for 30years, for an
upfrontpaymentofA$192
million.

The revitalisationof
CircularQuaywill support
newconstruction jobs, and
theupgradeswill deliver
improved transport services
andanenhanced retail
offering forworkers and
visitors, boostingeconomic
growthand tourism to the
precinct.



And what are the options for New Zealand?
Michael Barnett, Auckland Chamber
of Commerce chief executive
Itwould easy tobepopulist and label it
privatisationandkill anotheropportunity
forAuckland. The reality is, existing
fundingmodels are failingusandwe
eitherneed to findan innovative response
to this or pay thepriceof a lackof
investment inour infrastructureover the
last 40yearswith lowproductivity and

community frustration.
Old-style asset recyclingwasessentially sellingone lot of
assets to fundotherpriorities— this oftenmeant sellingan
income-generatingasset to fundanother asset that didn’t.
Today it’s aboutmaintainingownership control, andnot
owning—anexampleof this couldbewithPorts ofAuckland
where the landand thebusiness couldbe separatedor
perhapsanenvironmentwherean investor of “like values”
might takepartial ownershipof anasset investing sayon
behalf of a superfundofNewZealanderswithonly the
intentionof investment andnot for sellingon Of course anyintentionof investment andnot for sellingon.Of course, any
funds released should thenbe invested inour infrastructure
needs (transport). The important thingherewouldbe tohave
anarrative that articulated thebenefit toAuckland thatmay
notbe in cashbut in productivity, employmentopportunities
andgrowth.

Kim Campbell, Employers and
Manufacturers chief executive
Ifweare tohave sufficient funds for the
developmentofAuckland’s growing
infrastructureneedswewill need to find
more innovative fundingdevices.
Thecommunity appears allergic to rates,
and tolling the roads is consistently
blockedbycentral Government. Sowhat’s
left?

Recyclingof assets is a triedandprovendeviceoverseas
where city assets are identifiedasbeingunderused,
redundantor inappropriate, and sold. The fundsare
immediatelyput touse for items thatwill increase thecity’s
overall productivity.
Therearemany suchassets inAuckland. Theymayhave
someamenity value, but thebenefitsmayaccrue to a small
part of the community. This includes shares in airports, golf
courses, quarries, forests, transport corridors,water systems
and theatres— tonamea few.
Their sale is quite legitimateas longas themoney is put
tomoreproductiveuse immediately.Often the soldassets
becomemoreproductiveundernewowners, aswehave
discoveredwith the saleof our electrical generationassets.
NSWhasa longandsuccessful historyof this, including
BarrangarooandWhiteBay.

Paul Blair, Head of Institutional
Banking, BNZ
Governments faceever-risingdemands
fornewandbetter enabling
infrastructure. Asset recycling is oneof
the tools that havebeenusedsuccessfully
inNSWandotheroverseas jurisdictions.
NewZealandhas anopportunity to learn
fromthesecase studies.
Therearemanyother tools aswell

(includingmodern regulationof infrastructure sectors,
centralisedandspecialist procurement, integratedplanning,
governanceand finance, theuseof incentives toencourage
private sector and local government investment, etc) anda
combinationof approaches is likely tobeneededas these
are complexproblems.
NewZealand is anextremelyopeneconomy.Newand
modernbusinessmodels andexponentially expanding
technologymeanwearehighly integrated intoglobal
business flowsand trendswhichare changingat an
unprecedented rate. All this change, coupledwith
Government’s relatively limited risk appetite and the
complexityof legislating for and regulating this change,
meansGovernments need to lookat alternativemodels to
deliver the infrastructure required tomeetNewZealand’s
social andeconomicneeds.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


