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EXECUTIVE SUMMARY

Economic and urban growth requires infrastructure investment. Further,
maintaining existing infrastructure and addressing backlogs also require
investment. Concrete is a key input associated with infrastructure
investment and sand is essential ingredient of concrete. Sand is a high
volume, low value commodity and transporting it from source to where it

is used is a significant cost driver.

Access to suitable, and sufficient volumes of high-quality sand, from
appropriate locations is critical to avoid unnecessary costs. Enabling local
sources of sustainably quarried sand ensures that the sand market can

operate in a cost-effective manner.

Demand patterns

Official information about sand use or extraction is not available and
demand is estimated using the relationships between sand and concrete,
as well as known industry use rates. Demand for sand can be expressed on
a per capita basis. At a total level (all uses), the per capita demand from all
applications in the Waikato-Bay of Plenty concrete region is estimated as

between 0.80 tonnes per capita and 0.84 tonnes per capita.

Based on these use ratios, current demand for sand in the Waikato / Bay of
Plenty are estimated at between 655,000 tonnes to 708,000 tonnes (per
year). These estimates are in-line with demand levels seen circa 2016/17
period when the economy was growing, but before the exceptional
growth period seen immediately before Covid. The estimates reflect the

currently slow economy and is likely to understate baseline demand levels.

The outlook for the Waikato-Bay of Plenty markets is positive. Using
scenarios based on population growth projections, | estimate future

demand for sand at:

(a) The overall demand is expected to increase to between 793,450

tonnes and 951,370 tonnes per year by 2048.



(b) The additional washed sand (concrete) that will be demanded
(per year), is estimated at around 76,800 tonnes to 135,100
tonnes per year. These changes are substantial, representing a

change of between +21% to +34%.

1.6 Auckland’s sand market is facing uncertainty with the recent decline of the
Pakiri consents' and the key Kaipara resource’ consent expiring in May 2027
(noting that while the Kaipara consents may be replaced there is no
certainty as to what the approved volumes will be or the conditions that
might be attached to any replacement consent). While likely to be very
expensive, it is not unrealistic to anticipate that a portion of the shortfall in
Auckland could be supplied using Waikato sourced sand. This will change

the Waikato-Bay of Plenty supply-demand balance.

Supply patterns

1.7 Sand is one of the worlds most consumed raw materials. Importantly,
sand’s attributes influence its usability, and some sources of sand are not

suitable for high strength applications (concrete).

1.8 Extraction sites and consented volumes are distributed across the Waikato
with good accessibility to State Highway 1. The theoretical maximum
capacity? across the Waikato-Bay of Plenty’s is estimated at 1.2m tonnes.
The consented volume of washed sand (concrete sand) is estimated at
approximately 530,000 tonnes per year. The sand supply market is
relatively concentrated with a large share of consented volume associated
with a small number of operators®. The concentration means that if
consents expire and are not renewed, then a large portion of potential
supply is lost, potentially leaving a deficit. The weighted average consent

expiry date across the consents is 2033. By 2030, consented volumes will

'In 2021, sand sourced from the Pakiri embayment accounted for 38% of market sales (346,600t in 2021).
2 The consents associated with the Kaipara resources will expire in May 2027.

3 Consented volumes do not necessarily translate into usable or saleable sand which is likely to be lower
due to processing infrastructure capacity limitations, and so forth.

4 Winstone Aggregates’ Titoki site was the largest, with a consented volume of around 21% of the
Waikato-Bay of Plenty market supply, 24% of the washed sand market (for concrete sand).
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be down by 47% decrease (or a loss of 561,000 tonnes). This shift is
significant downward shift. Therefore, there is limited certainty over the

medium term (past 10-year) regarding supply.

Potential options to address shortfalls due to consents expiring include:

©) Importing sand from other regions;
(b) Lift production at existing operations (with consents renewed);
(9 Enable new quarrying.

Manufactured sand is frequently mentioned as a potential substitute for
natural sand, and it is in the very early stages of market adoption.
Manufactured sand is normally blended/mixed with natural sand to achieve

the required attributes, and it is not a full replacement for natural sand.

Sufficiency over time

Supply is expected to be sufficient to meet demand over the short/medium
term. A deficit is expected and will continue to deepen if additional
resources are not consented and progressed. The sand supply situation in
Auckland is dynamic, and likely to impact the Waikato sand market in the

near term.

The effects of the currently suppressed economic activity, as well as below
trend construction and investment, are masking the magnitude of demand
patterns. As economic activity and investment patterns return, demand
for sand is expected to increase and short term pressures will emerge if

additional sand is not made available to the market.

Effect of enabling Newcombe Road on sufficiency

Enabling sand extraction at Newcombe Road will add to the region’s sand
supply options and will ensure that there is sufficient sand supply. This will
provide supply chain resilience, while supporting efficient market

operation.
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The additional sand associated with Newcombe Road is projected to keep
the Waikato-Bay of Plenty market in surplus until 2031/2032 (depending on
the growth scenario). Including Auckland’s sand demand in the

assessment brings the pressure points forward to circa 2030.

The positive contribution that enabling Newcombe Road extraction will
make is clear - the regional significance of enabling the resource is evident.
Supporting regional economic activity is critical. The Waikato’s ability to
grow and deliver infrastructure means that a sand deficit must be avoided.
Enabling the Newcombe Road quarry is an economically suitable option
because it would avoid the adverse economic effects associated with

insufficient supply. An avoided cost is viewed as a benefit.

Given the complexity of the market as a network of extraction sites and
demand locations, there is no principal alternative to Newcombe Road
especially with its potential production volume compared to other sites in
the region. A scenario approach is used to illustrate the likely scale of

benefits using different sources and market responses over time.

The benefits associated with enabling Newcombe Road to supply sand into
the Waikato-Bay of Plenty network will accrue over multiple years. These
avoided costs are in the form of direct transport costs, environmental
costs, and social costs. The total avoided costs are estimated at between

$179.5m to $181.2m.

My analysis shows that Newcombe Road enjoys a locational advantage and

serving the Waikato-Bay of Plenty markets using this resource would:
(a) Avoid significant costs, and

(b) Provide certainty of supply and support the construction sector.
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INTRODUCTION

My full name is Lawrence Ryan Mcllrath. | have a BA et Sc (Planning),
majoring in Economics from the Potchefstroom University of Christian
Higher Education (South Africa), as well as a Master of Business
Administration from North-West University (South Africa). | am a Director

of Market Economics Ltd (M.E), an independent research consultancy.

| specialise in market assessments, demand and supply analysis, sectoral
analysis, and urban economic analysis. My work includes assessing sectoral
structures and interactions, over time and across locations, scenario
assessment and growth modelling, as well as evaluating the implications of
different growth pathways on market segments. | have applied these skills

across many sectors and locations around New Zealand.

| have completed several economic assessments into the sand and

aggregate markets, with the following notable examples:

(@) Economic assessments for the Pakiri mid-shore and offshore sand
extraction consent applications. | appeared at the council

hearings and the Environment Court (ENV 2022-AKL-000121);

(b) Review of the economic dimension of submissions by sand
extraction operators in the Kaipara in response to proposed Plan
Change 102 to the Auckland Unitary Plan. | assisted Auckland
Council to understand the regional significance of the Kaipara

sand resource and its relevance to Auckland’s sand market;

(9) Economic assessment the potential effects of enabling sand
extraction at the Bream Bay sand resource. The assessment
formed part of the application to be a listed project under the

Fast-track Approvals Act;

(d) Economic assessment for Brookby Quarry aggregate in support
of fast track consenting under the Covid-19 Recovery (Fast-track

Consenting Act 2020);
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(e) National Aggregate Demand modelling and issues paper

prepared for a collection of national aggregate operations;

(f) Economic assessment for a consent application to establish a new

aggregate quarry in the Bay of Plenty.

In 2024, | was engaged to assess the economic effects of enabling sand

extraction at 77 Newcombe Road, Cambridge. In that assessment I:

(a) Describe the local sand market with a view to identify the relative

sufficiency position over time, and

(b) Estimate the costs and benefits of enabling sand extraction at the
site.
Code of Conduct

| confirm that | have read the code of conduct for expert witnesses
contained in the Environment Court Practice Note 2023. | have complied
with the code in preparing my written statement of evidence and | will also

comply when | give oral evidence to the Commissioners.

Unless | state that | am relying on the evidence of another witness, my
evidence is within my knowledge and expertise. The data, information,
facts and assumptions | have considered in forming my opinions are set out
in my evidence below, along with the reasons for the opinions
expressed. Where relevant, | have stated why alternative interpretations
of data are not supported. | have not omitted to consider material facts
known to me that might alter or detract from the opinions that I express. |
specify the material that | have relied on in support of my opinions. | have
applied any technical terminology used in my evidence according to its

generally accepted meaning among experts in my field.

Where | consider that my evidence may be incomplete or inaccurate
without some qualification, | have included such qualifications. | have
identified any knowledge gaps | am aware of, and the potential

implications of such gaps. If | consider that my opinion is not firm or
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concluded because of insufficient research or data or any other reason, |
have stated this. | provide an assessment as to my level of confidence, and

the likelihood of any outcomes specified, in my conclusions.

Scope of Evidence

My evidence will address the following matters:

(a) The sand market in the Waikato-Bay of Plenty and the outlook,

covering:

() demand patterns,

(i) supply patterns, as well as
(iii) the sufficiency position.

(b) The costs and benefits of enabling the Newcombe Road

operation.

(o) Submissions that have an economic element.

SAND MARKET AND OUTLOOK

Economic and urban growth requires investment in infrastructure. In
addition, maintaining existing infrastructure and addressing backlogs also
require investment. Infrastructure development is directly linked to
concrete, which in turn relies on the availability of suitable sand, especially
concrete sand. Sustaining GDP growth and economic performance, as well
as catering for household growth, requires continued access to sand of

appropriate quality and quantity, in from a suitable location.

Sand is a high volume, low value commodity - transporting it from source
to where it is used is adds significant cost to end products. Beyond the
direct financial costs, environmental externalities (e.g., emissions,
accidents) also arise from transporting sand.  Access to high-

quality/suitable sand, in sufficient volumes from appropriate locations is
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critical to avoid unnecessary costs. Enabling local sources of sustainably
quarried sand ensures that the sand market can operate in a cost-effective

manner.

Demand patterns

There is no official information about the volume of sand that is extracted.
Demand for sand is derived i.e., demand for sand arises because there is
demand for another good, such as concrete. In addition, sand is used by
other sectors such as landscaping, turf and sports. Using information
about the outputs of these sectors provide an ability to estimate demand

for sand.

The revealed per capita sand demand (for concrete) varies between 0.36
tonnes per capita and 0.39 tonnes per capita®. Sand is also used as fill and
in non-construction industries. The per capita demand from all applications
in the Waikato-Bay of Plenty concrete region, including non-ready-mix
concrete, is estimated at between 0.80 tonnes per capita and 0.84 tonnes

per capita.

The current demand levels for sand in the Waikato / Bay of Plenty are

estimated at:

(a) Ready-mix concrete sand:
O] Estimated at between 291,000 tonnes and 314,000
tonnes.

(b) Other applications:

O] Estimated at between 363,980 tonnes and 393,400

tonnes®.

5 The range reflects different analysis timeframes
6 This includes the portion of washed sand that is used for fill (and the balance of sand processed for
concrete sand).
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| estimate that the current demand for washed sand in the Waikato-Bay of
Plenty market is between 655,000 tonnes to 708,000 tonnes (per year).
These estimates are in-line with demand levels seen circa 2016/17 period
when the economy was growing, but before the growth period seen
immediately before and after the Covid-disruptions. The estimates reflect
the currently slow economy and is likely to understate baseline demand

levels.

The future outlook for the Waikato-Bay of Plenty markets is positive. | use
a scenario approach that is based on population growth to estimate future
demand for sand. A scenario approach is appropriate when dealing with

uncertainty. The anticipated shift is substantial:

(a) The overall demand is expected to increase to between 793,450

tonnes and 951,370 tonnes per year by 2048.

(b) The additional washed sand (concrete) that will be demanded
(per year), is estimated at around 76,800 tonnes to 135,100

tonnes per year.

(o) These changes are substantial, representing a percentage change

from current levels of between +21% to +34%.

Based on the growth scenarios and sand use patterns, production levels
will need to increase substantially over the medium to long term to ensure

that there is sufficient capacity to support regional growth.
Uncertainty in the Auckland market

Auckland’s sand market is facing uncertainty with the recent decline of the
Pakiri consents reducing the quantum of sand that is available to the
Auckland sand market. In 2021, sand sourced from the Pakiri embayment

accounted for 38% of sales (346,600t in 2021).

The demand projections presented excludes a potential to export sand to

Auckland in response to shifting supply conditions. One potential response
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could be for Auckland to import sand from Northland or the Waikato to fill

any shortfalls.

3.1 The Kaipara resource is used to service more than 60% of Auckland’s sand.
In the absence of Pakiri sand’, or the development of new resources,
between 80% and 90% of Auckland’s sand will be sourced from the Kaipara.
It is also worth noting that consents associated with the Kaipara, a
significant sand resource, will expire in May 2027. Without this resource

the Auckland sand market will face significant disruption.

3.12 While an expensive alternative, it is not unrealistic to anticipate that a
portion of the shortfall could be sourced from other regions. Auckland
already imports over 4m tonnes of aggregate per year from the Waikato
and Northland Regions. Sand from the north of Waikato is supplied to

Auckland users.

3.13 To provide a fuller picture of the potential demand for Waikato sand, an
additional scenario reflecting a shift in demand from Auckland is shown.
For this scenario, | estimated Auckland’s demand for sand and assumed
that 15% of Auckland’s demand is satisfied using Waikato sand. This share

translates into demand of 131,000 tonnes®.

3.14 If this additional demand is included in the local demand, then the annual
(additional) demand is between 206,000 tonnes and 241,000 tonnes per
year. Given the strong growth Auckland is projected to experience in the
future, this creates further demand pressure on the Waikato resource.
Over the long term (to 2048), demand for Waikato-Bay of Plenty sand is

estimated at between 1m tonnes per year and 1.2m tonnes per year.
Other factors that could change demand

3.15 The demand outlook is based on a continuation of baseline trends and use

ratios. Arange of factors could shift these ratios:

7 The decision is under appeal.
8 For context, this equals 38% of the actual sales volumes that needs replacing in the absence of Pakiri
sand.
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(a) New Zealand’s infrastructure backlog is a well-documented.
Addressing this backlog requires a step change in infrastructure
spending - three waters, roading and civil, community
infrastructure — generate additional demand for concrete (and

therefore sand).

(b) Central government’s changing spending profile, and focus on
investments in Roads of National Significance will generate

demand for concrete that is in addition to baseline levels.

The ability of the market to deliver sufficient sand is crucial. The supply

patterns are a function of appropriate sand (quality) and location.
Supply patterns

Sand is one of the worlds most consumed raw materials. Importantly,
sand’s attributes influence its usability. For example, wind eroded sand has
a round profile and is not suitable for concrete applications. River sands
north of Taupo have high levels of alkali reactive minerals and pumice
meaning that it must be washed before it can be used for high strength

applications.

Official information about sand extraction is limited with the Ministry for
Business, Innovation and Employment (MBIE) administered dataset called
New Zealand Petroleum and Minerals, the only official source. However,
the sand data in this source is not usable because diverse categories are
aggregated (e.g., industrial rock production are mixed with sand and
aggregates) and in other cases the data is suppressed due to

confidentiality issues.

Industry sources and publicly available information are used to form a view
of the supply situation. Information about locations, consented volumes,
consent expiry dates and locations were used to estimate the supply
situation. Appendix 1 lists the Waikato-Bay of Plenty sand sources that |

considered.
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3.20 The extraction sites (and consented volumes) are spread across the

Waikato with good accessibility to State Highway 1, highlighting the

reliance on good transport linkages. Waikato-Bay of Plenty’s sand

resources reveal the following key dimensions:

(a)

(b)

(9

(d)

(e)

Consented volume (theoretical maximum) of sand is estimated at
1.2m tonnes? across the Waikato-Bay of Plenty — the theoretical™

maximum capacity.

Consented volume of washed sand (concrete sand) is estimated

at approximately 530,000 tonnes per year.

The Pukekawa and Tuakau resources are included in the estimate
even though the future availability of these resources to the

Waikato market is unlikely (these sources service Auckland).

While there are several operators, the sand supply market is
relatively concentrated with a large share of consented volume
associated with a small number of operators". The concentration
means that if these consents expire and are not renewed, then a
large portion of potential supply is at risk/lost. For example, the

Titoki resource consent expires in the next 5 years.

Some of operations (e.g., Tuakau and Pukekawa) are already
supplying the Auckland market and industry sources suggest that
around half of these two resources are used in Auckland’s
concrete and turf markets. With growing demand pressures in
the Auckland market, a further shift away from the Waikato

market can be expected.

9 Including the unconfirmed and unconsented sources, suggest that total theoretical maximum could
be in the order of 1.6m tonnes per year.

© Consented volumes do not necessarily translate into usable or saleable sand which is likely to be
lower due to processing infrastructure capacity limitations, and so forth.

" Winstone Aggregates’ Titoki site was the largest, with a consented volume of around 21% of the
Waikato-Bay of Plenty market supply, 24% of the washed sand market (for concrete sand).
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(f) The total consented volumes exclude Beacon Hill Contracting’s
Oreipunga Sand Quarry. The site had been supplying pit sand
without consent and it currently applying for a 20-year consent
for 95,000 tonnes per year. This unconsented source accounts for

6% of the identified volume.

The weighted average consent expiry date across the consents is 2033. A
significant share of the existing consented volume will expire over the next
5-7 years. By 2030, the consented volumes will be down to 610,400 tonnes
- asignificant 47% decrease (a loss of 561,000 tonnes). Most of this volume
is made up of the 2029 expiry of the key consents of Titoki Sand and Revital

which combine for around 375,000 tonnes.

Of the listed consents, only three consents have expiry dates past 2044,
these have a combined volume of 239,000 which accounts for 18% of the
total consented volume. This includes the Pukekawa resource that is likely
to see its volume flows transition to Auckland in the short to medium term.
This suggests that there is limited certainty over the medium term (past

10-years) regarding supply.

Potential options to address shortfalls due to consents expiring include:

(a) Importing sand from other regions;
(b) Lift production at existing operations and/or renewing consents;
(o) Enable new quarrying.

There are, however, constraints around importing sand from other
regions. The Waikato Region already exports sand to Auckland and the Bay
of Plenty Regions. Importing sand from Hawke’s Bay, Taranaki or
Manawatu-Wanganui Regions would see sand transported considerable
distances e.g., the equivalent of moving sand from further than Taupo. The
financial and environmental costs and practical considerations (logistics)

will be prohibitive.
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The analysis shows that almost half (47%) of the consented volumes will
expire by 2030 — some of these consents could be renewed, but renewal is
not certain because the quarrying activity could be at the end-of-life.
Simply expanding existing operations might not be possible because the
sand resource might not be available because it has been exhausted with

operations at the ‘end of life’.

Establishing a new quarry is another alternative and would avoid the direct
and consequent economic effects associated with transporting sand vast

distances.

Manufactured sand is frequently mentioned as a potential substitute for
natural sand. | am aware of trials with manufactured sand and of an
example where manufactured sand has been used. There is limited
evidence of widespread market adoption of manufactured sand as a
mainstream alternative to natural sand — manufactured sand is still in its
infancy (in New Zealand). Regardless, manufactured sand is normally

blended/mixed with natural sand to achieve the required attributes.
Sufficiency over time

To determine the sufficiency position, | subtract the estimated demand for
sand from the consented volumes. The calculation includes consent expiry
dates. | show the situation across the medium and high scenario
(population growth) together with a ‘including/excluding’ Auckland

situation (see Figure 1).

Supply is expected to be sufficient to meet demand over the short/medium
term. A deficit is expected in line with consents expiring with less sand
produced in the local market. Likewise, the sand supply situation in
Auckland is dynamic and challenging, and expected to impact the Waikato
sand market in the near term. A deficit is expected and will continue to

deepen if additional resources are not consented and progressed.

The effects of the currently suppressed economic activity as well as below

trend construction and investment, are masking the magnitude of the
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surplus. The lowering of interest rates (by the Reserve Bank) will flow
through the economy, stimulating activities. An upswing in construction
and investment is expected. Coupled with central government
investment, means that it is important to avoid a situation where a lack of

sand acts as a drag on construction.

Figure 1: Sufficiency Position
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As economic activity and investment patterns return, demand for sand is
expected to increase and short term pressures will emerge if additional

sand is not made available to the market.
Effect of enabling Newcombe Road on sufficiency

Enabling extraction at the Newcombe Road option will add to the region’s
sand supply options and will ensure that there is sufficient sand supply.
This will provide supply chain resilience, while supporting efficient market
operation and confidence. Figure 2Error! Reference source not found.
illustrates the net position (demand less supply) with Newcombe Road

enabled.
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The additional sand associated with Newcombe Road is projected to keep
the Waikato-Bay of Plenty market in surplus until 2031/2032 (depending on
the growth scenario). Including Auckland’s sand demand in the

assessment brings the pressure points forward to circa 2030.

The positive contribution that enabling Newcombe Road extraction will
make is clear - the regional significance of enabling the resource is evident.
Further, in the wider context of supporting activity in New Zealand’s
Golden Triangle, it can be argued that enabling Newcombe road will

support nationally significant activity.

Figure 2: Sufficiency with Newcombe Road Enabled
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Supporting regional economic activity is critical. Sand is used across key
parts of the economy and without sufficient sand, adverse economic
effects arise. Importantly, sufficient supply relates to enough sand, but it

also includes from suitable locations, and of appropriate quality.

The Waikato’s ability to grow and deliver infrastructure means that a sand
deficit must be avoided. Enabling the Newcombe Road quarry is an
economically suitable option because it would avoid the adverse economic
effects associated with insufficient supply. An avoided cost is viewed as a

benefit. Examples of the potential adverse effects include:
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(a) Price increases;
(b) Rationing;
(0) Shifting demand patterns (leading to the use of economically

inefficient options).

Having access to sufficient and cost effective sand to support construction
and other activities is essential to avoid direct and indirect costs. The flow
on effects, across the rest of the society due to cost increases are also
noteworthy. Social amenities such as golf courses, and sports facilities are
cost sensitive and increasing costs could render them unviable, leading to
closures. These community assets make economically measurable

contributions and losing them reduces community wellbeing.

COSTS AND BENEFITS OF ENABLING NEWCOMBE ROAD

Enabling sand to be extracted from Newcombe Road to support the
regional sand market will have direct benefits. The true benefits that
enabling Newcombe Road sand extraction relates to the facilitated effects

- supporting construction and underpinning infrastructure delivery.

Enabling the Newcombe Road resource offers an ability to supply sand to
the regional market in a way that not only satisfies demand, but also
reduces emerging market pressures by ensuring medium term sufficiency.
Its location further means that transport, environmental and social costs

are avoided.

Avoiding these costs are viewed a benefit. The relative benefits of using
the Newcombe Road resource are that the transport function avoids
significant emissions, and these can be quantified and expressed in

monetary terms.

Given the complexity of the market as a network of a number extraction
sites and demand locations, there is no principal alternative to Newcombe

Road especially with its potential production volume compared to other
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sites in the region. Therefore, a scenario approach is used to illustrate the
likely scale of benefits using different sources and market responses over

time (Appendix 2 summarises the key assumptions).

Without sufficient sand, the market cannot operate efficiently, and
infrastructure delivery will be constrained with adverse flow-on effects. At
the same time, if sand is sourced from alternative sites which are further
from the points of demand, then the transport function adds other costs,

including:

(a) Direct transport costs: The distance sand is transported has a

direct bearing on the delivered price.

(b) Emissions costs: The role of transport in generating emissions is
well document and undisputed. Reducing transport related
emissions is important because it reduces health and

environmental costs.

(9) Social costs: Road transportation generates social costs in the
form of injuries and deaths. Each extra kilometre travelled by
trucks increases the likelihood of injuries, serious injuries, and

fatalities.

The evaluation considers a 35 year period and future Dollar values are
expressed in current terms using Discounted Cash Flow analysis (DCF). A

default discount rate of 5% is applied.

The benefits associated with enabling Newcombe Road to supply sand into
the Waikato-Bay of Plenty network will accrue over multiple years. The

present value of the benefits (avoided costs) is estimated as follows:
(a) Direct transport costs $166.7m to $168.7m
(b) Environmental costs $10.7m to $11.1m

M Health related costs $7.0mto 7.6m
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(i) Shadow price of Carbon  $3.5mto $3.7m
(9) Social costs $7.0mto 7.1m
(d) Total $179.5m to $181.2m

Based on the transport, environmental and social costs that would be
avoided, enabling Newcombe Road sand extraction, would deliver benefits
between $179.5m to $181.2m. This represents the economic benefit (in the
form of avoided costs) that accrue to the region’s economies - and
ultimately households. Looking forward, the transport costs will be
significantly higher if sand is transported from sources that are located

further than the Newcombe Road resource.

The potential shifts in Auckland’s sand market add uncertainty. If Waikato
sand is used in response to Auckland’s pressures, then the supply network

will see significant disruption.

My analysis shows that Newcombe Road enjoys a locational advantage and

serving the Waikato-Bay of Plenty markets using this resource would:
(a) Avoid significant costs, and

(b) Provide certainty of supply and support the construction sector.

RESPONSE TO SUBMISSIONS

Several submissions raise points relating to economics. | have grouped

these into three parts, and respond below:

(a) Effects on the tourism sector: Tourism accounts for 2.6% of the
Waipa economy, and 4.3% of the Waikato’s economy®™. While the
Waikato Region’s tourism sector is still below pre-Covid levels, the
Waipa District’s tourism sector has grown strongly post Covid.

The district and regional tourism have both evolved even with

2 Sourced from Infometrics’ regional database.



(b)

(9)

21

quarries operating in the district and region. In my view,
developing the Newcombe Road quarry is unlikely to undermine
the tourism sector’s growth opportunities in either the district or
region. Regardless, tourism is not the mainstay of the district or
regional economies, and enabling infrastructure investment and
development is crucial for the wellbeing of residents and the

functioning of the region.

Opportunity costs associated with foregoing agricultural land:
Developing the quarry will mean that the option to use the land
for alternative land uses is foregone. Importantly, the foregone
opportunity is only for the duration of the quarrying because the
site must be rehabilitated to a pasture upon conclusion of the
quarrying. Using industry ratios associated with dairy farming
suggest that the relative size of the potential farming activity

associated with the quarrying area is:

() Less than 0.04% of the Waikato Region’s dairy farming
GDP, and
(i) Around 0.2% of Waipa District’s dairy farming GDP.

Viewing the economic benefits of supporting infrastructure
investment associated with enabling sand quarrying (and
avoiding the costs of the alternatives) against the opportunity
costs, show that the opportunity costs are outweighed by the

positive economic effects.

Increasing vehicle movements: Submitters point to the increase
in vehicle movements associated with a Newcombe Road quarry,
and highlight the adverse effects. However, it appears that
submitters did not consider a counterfactual, i.e., where the sand
would be sourced from in the absence of the quarry. In my
assessment, | used a scenario approach to illustrate the costs

associated with using sand from alternative locations. My
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analysis shows that enabling the Newcombe Road quarry will
result in lower costs (emissions and accident costs) relative to the

alternatives.

CONCLUSION

Efficient and sustainable access to sand is critically important to support
growth and development. Sand is an essential input into concrete, and
therefore infrastructure such as roads, buildings, and civil infrastructure. It
is needed to support the Waikato and Bay of Plenty Region’s rapidly

growing population and economy and to address infrastructure backlogs.

Establishing Newcombe Road will support the regionally significant and
essential sand industry to fulfil local demand while also supporting other

regions (e.g., wider Waikato and Bay of Plenty).

The analysis shows that the region is likely to encounter a deficit in the
short term as consents expire. Without new resources being developed,
or the existing consents renewed/extended, the region will not have
sufficient capacity to support infrastructure investment and meet the
needs of other sand users. The economic costs associated with such a

deficit are significant.

The present value of the benefits (avoided costs) is estimated as follows:

(a) Direct transport costs $166.7m to $168.7m
(b) Environmental costs $10.7m to $11.1m

M Health related costs $7.0mto 7.6m

(i) Shadow price of Carbon  $3.5m to $3.7m
(9) Social costs $7.0mto 7.1m

(d) Total $179.5m to $181.2m



6.5

23

Based on the above transport, environmental and social costs that would
be avoided by enabling Newcombe Road sand extraction, is estimated at

between $179.5m to $181.2m.

LR Weclbrath

Lawrence Ryan Mcllrath

18 March 2025



Appendix 1: Waikato-Bay of Plenty Sand Sources

Source

Titoki
Tuakau*
Monovale

Cambridge
Pukekawa*

Papamoa
Matamata
Cambridge
Ngahinapouri
Matamata
Atiamiri
Maungatautari

(consent
application)**

Operator

Winstone Aggregate
Stevenson
PRF and partners

Revital Sand
Winstone Aggregate

Fulton Hogan
Macpherson Contractors
Will Hjorth

Coombes Farms Ltd
Wilson Sand

Atiamiri Sand and Pumice

Beacon Hill Contracting

Others with limited information: Kaipaki
Road, Rukuhia Sand, Paeangorao, Thornton
Sand and Mercer Sand

* Also Supplies Auckland market.

** Beacon Hill was operating without consent and is currently seeking consent for 95,000 tonnes

for 20 years.

Consented tonne

250,000
180,000
150,000
125,000
129,000

100,000
100,000
100,000
86,000
75,000
35,000
95,000

Unknown but mostly for
pit sand (275,000 tonnes)
and limited (45,000
tonnes) for concrete
sand.

Estimated
Expiry
2029
2038
2031
2029
2046
2027
2035
2035
2026
2045
2045
2045

Unknown
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Appendix 2: Scenario settings

| use the following assumptions to estimate the potential costs of using alternative
sources:

The destination market is assumed to be structured as follows:

e Hamilton/Cambridge 48%
e Tauranga 25%
e Waikato 1%
e Rotorua/Taupo 7%
e Rest of Bay of Plenty 7%
e (Coromandel 2%.

The transport distances are estimated from the Newcombe Road site to central
locations in the destination markets. Similarly, the distances for other main quarries
as well as potential alternative sources near Mercer are estimated.

The alternative reflects different combinations, including:

e Short term:
o Sourcing sand from Titoki Sand for concrete sand, and sand for other
applications from Pukekawa,
o Sourcing sand from Revital for concrete sand, and sand for other
applications from Pukekawa.
e lLongterm:
o Sourcing sand from Mercer.

Considering the uncertainties, a separate analysis is included to show the cost
increases if distance (relative to Newcombe Road) increases by 10%, and 25%.



