
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

 
 
Reference: 20200113 
 
 
3 July 2020 
 
 

 
Dear
 
Thank you for your Official Information Act (the Act) request, received on 11 March 
2020.  You requested the following: 
 

Under the Official Information Act I request the following documents: 
 
Joint Report: Decision Regarding Government Funding of Large Irrigation 
Schemes – Letter to Chair of CIIL 
 
Joint Report: Decision Regarding Government Funding of Large Irrigation 
Schemes (Waimea only) 
 
Any other Treasury/Ministry for Primary Industries Joint Reports relating to 
decisions regarding Government funding of irrigation schemes since 26 October 
2017. 
 

On 31 March 2020, the Treasury extended the timeline for responding by 60 working 
days in accordance with section 15A of the Act. The response was therefore due by 7 
July 2020.  
 
Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  19 April 2018 Joint Report: Decision regarding Government 
funding of large irrigation schemes (Waimea only)  

Release in part 

2.  9 April 2018 Treasury Report: Decision Regarding Government 
Funding of Large Irrigation Schemes – Letter to 
Chair of CIIL (includes Letter) 

Release in part 

3.  9 April 2018 Letter to CIIL Chair  Release in full 

4.  29 March 
2018 

Joint Report: Cabinet Committee Paper – 
Decision Regarding the Future of Crown Irrigation 

Release in part 

s9(2)(a)

s9(2)(a)
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5.  29 March 
2018 

Cabinet Paper: Decision Regarding the Future of 
Irrigation Schemes’ Funding by Crown Irrigation 
Investments Ltd 

Release in part 

6.  29 March 
2018 

Speaking Points for the Minister of Finance 
Regarding Crown Irrigation for Cabinet on 
Tuesday 3 April 2018 

Release in full 

7.  16 February 
2018  

Aide Memoire: Waimea Irrigators Limited Share 
Offer Update 

Release in part 

8.  20 December 
2017 

Joint Report: Crown Irrigation Investments Ltd 
Update and Options 

Release in part 

9.  20 December 
2017 

Options for Crown Irrigation Investments Limited Release in full  

 
I have decided to release the documents listed above, subject to information being 
withheld under one or more of the following sections of the Act, as applicable: 

• names and contact details of officials, under section 9(2)(g)(ii) – to maintain the 
effective conduct of public affairs through protecting ministers, members of 
government organisations, officers and employees from improper pressure or 
harassment, 

• certain sensitive advice, under section 9(2)(g)(i) – to maintain the effective 
conduct of public affairs through the free and frank expression of opinions, 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage, 

• To maintain legal professional privilege under section 9 (2)(h).  
 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams.  This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed documents 
may be published on the Treasury website. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
Juston Anderson 
Acting Manager, Commercial Performance 



 IN-CONFIDENCE 
  
  
  

Treasury:3944214v1 IN-CONFIDENCE 

Joint Report:  Decision Regarding Government Funding of Large 
Irrigation Schemes (Waimea only) 

Date: 19 April 2018 Report No: T2018/1000 

File Number: CM-1-3-116-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance  

(Hon Grant Robertson) 

Agree to allow Crown Irrigation 
Investments Ltd (CIIL) to pursue 
financial close with the Waimea 
scheme by 15 December 2018.  

Thursday, 26 April 2018 

Acting under delegated authority 
from the Minister of Agriculture  

(Hon Stuart Nash) 

Agree to allow CIIL to pursue 
financial close with the Waimea 
scheme by 15 December 2018. 

Thursday, 26 April 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact

Kyle Lunman Senior Analyst, Treasury N/A 

(mob) 
 

Neil Williams Manager Sustainable 
Resources and Programme 
Coordination, MPI 



Chris Gregory Manager, Commercial 
Operations - Governance 
and Performance, Treasury 

 

Justine Gilliland Director Investment 
Programmes, Sector 
Partnership and 
Programmes, MPI 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to the Treasury and a copy to MPI. 
 
 
Enclosure: No  

s9(2)(k)

s9(2)(g)(ii)
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IN-CONFIDENCE 

T2018/1000: Decision Regarding Government Funding of Large Irrigation Schemes (Waimea only) Page 2 
 

IN-CONFIDENCE 

  

Joint Report: Decision Regarding Government Funding of Large 
Irrigation Schemes (Waimea only) 

Purpose of Report 

1. The Minister of Finance and the Minister of Agriculture, as shareholders in Crown 
Irrigation Investments Ltd (CIIL) recently received joint advice from MPI and The 
Treasury outlining options for the future of government funding for irrigation schemes 
through CIIL.   

2. The Minister of Finance took the matter to Cabinet on 3 April 2018 (CAB-18-MIN-0133) 
and the Economic Development Committee (DEV) was granted power to act on the 
matter. The matter was considered by DEV on 4 April 2018 (DEV-18-MIN-0049). 

3. A letter to the Chair of CIIL outlining these decisions has been drafted on behalf of 
shareholding Ministers and included in a separate report (T2018/122) for the Minister of 
Finance to sign on behalf of shareholding Ministers.   

4. We note that Minister O’Connor has declared a conflict of interest with Waimea 
Irrigators Limited (WIL) and that Minister Nash is acting under delegated responsibility 
for matters relating to the Waimea scheme. This report seeks approval from the 
Minister of Finance as shareholding Minister in CIIL and Minister Nash under delegated 
authority for the Waimea scheme only. 

The Decision 

5. On 4 April 2018 DEV noted that the shareholding Ministers of CIIL intended to direct 
CIIL to: 

i honour all existing development funding contracts it has issued including any 
unpaid amounts under those contracts (but for the sake of clarity, CIIL will not 
increase the amount of funding available to any scheme under these contracts).  

ii honour its remaining contractual commitments to complete Central Plains Water 
Stage 2. 

iii progress discussion and evaluate the merit of investment in the Kurow Duntroon 
and Waimea schemes subject to CIIL’s normal investment protocol, including 
Board and shareholder approval. 

iv  decline to enter into any new development funding contracts unless the 
development funding is in support of the Kurow Duntroon or Waimea schemes. 

v cease discussion and evaluation of investment funding for any other scheme.  

vi conclude the terms of any Board and shareholder approved investment in the 
Kurow Duntroon and Waimea schemes by no later than 15 December 2018. 

6. Ministers indicated that they would also like to understand whether the Kurow Duntroon 
scheme could be scaled down. We have noted this in the letter to CIIL and will report 
back to Ministers in due course. 
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IN-CONFIDENCE 

T2018/1000: Decision Regarding Government Funding of Large Irrigation Schemes (Waimea only) Page 3 
 

IN-CONFIDENCE 

7. A public announcement by the Minister of Finance regarding government funding for 
irrigation through CIIL was made on Thursday 5 April 2018.  Prior to the public 
announcement, MPI and The Treasury communicated the Government’s decisions to 
CIIL’s Chair and CEO. 

Next Steps 

8. MPI and the Treasury will provide further advice to shareholding Ministers regarding 
the wind-down of CIIL shortly.  

9. CIIL has not yet received its annual Letter of Expectations (LOE) from its shareholders. 
The Treasury will draft this shortly. The LOE will outline Ministers’ expectations of the 
company for the 2018/19 fiscal year consistent with the items outlined in point 5. above 
as well as Board composition and the wind-down of CIIL (as a result of these 
decisions). 
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IN-CONFIDENCE 

T2018/1000: Decision Regarding Government Funding of Large Irrigation Schemes (Waimea only) Page 4 
 

IN-CONFIDENCE 

Recommended Action 

We recommend that you: 
 
a agree to allow CIIL to progress discussion and evaluate the merit of investment in the 

Waimea scheme subject to CIIL’s normal investment protocol, including Board and 
shareholder approval. 

 
 Agree/disagree.      
 Minister of Finance 
 
 

Agree/disagree. 
 Hon Nash, acting under delegated authority from the Minister of Agriculture for the 

Waimea scheme 
 

 
b agree to allow CIIL to enter into new development funding contracts with the Waimea 

scheme in support of its pursuit to reach financial close by 15 December 2018. 
 
 Agree/disagree.      
 Minister of Finance 
 
 

Agree/disagree. 
 Minister Nash, acting under delegated authority from the Minister of Agriculture for the 

Waimea scheme 
 
 
 
 
Chris Gregory 
Manager, Commercial Operations - Governance and Performance, The Treasury 
 
 
 
 
 
Justine Gilliland,  
Director Investment Programmes, Sector Partnerships and Programmes, MPI 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 

 
 
 
 
 
Hon Stuart Nash 
Acting under delegated authority from the Minister of Agriculture for the Waimea 
scheme 
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 IN-CONFIDENCE 

Treasury:3942837v1 IN-CONFIDENCE 

Joint Report:  Decision Regarding Government Funding of Large 
Irrigation Schemes – Letter to Chair of CIIL 

Date: 9 April 2018 Report No: T2018/122 

File Number: CM-1-3-116-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Sign and send the attached letter to 
the Chair of Crown Irrigation 
Investments Ltd. 

Friday, 13 April 2018 

Associate Minister of Finance 

(Hon David Parker) 

Note the content of this report. n/a 

Acting under delegated authority on 
behalf of the Minister of Agriculture  

(Hon Stuart Nash) 

Note the content of this report. 

Agree for the Minister of Finance to 
sign and send the attached letter on 
behalf of shareholding Ministers to 
the Chair of Crown Irrigation 
Investments Ltd (CIIL) 

Friday, 13 April 2018 

Associate Minister of Finance 

(Hon Shane Jones) 

Note the content of this report. n/a 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Kyle Lunman Senior Analyst, The 
Treasury 

N/A 

(mob) 

 

Neil Williams Manager Sustainable 
Resources and 
Programme Coordination, 
MPI 

 

Chris Gregory Manager, Commercial 
Operations - Governance 
and Performance, The 
Treasury 

 

Justine Gilliland Director Investment 
Programmes, Sector 
Partnerships and 
Programmes, MPI 

 

s9(2)(k)

s9(2)(g)(ii)
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Actions for the Minister’s Office Staff (if required) 

Minister Nash, under delegated authority, to note the content of the report and agree for the Minister of 
Finance to sign and send the attached letter on behalf of shareholding Ministers to the Chair of CIIL. 

Minister of Finance to sign and send the attached letter on behalf of shareholding Ministers to the Chair of 
CIIL. 

Return the signed report to the Treasury.  
 

Note any 
feedback on 
the quality of 
the report 

 

 
Enclosure: Yes (attached) 
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IN-CONFIDENCE 

T2018/122: Decision Regarding Government Funding of Large Irrigation Schemes – Letter to Chair of CIIL Page 3 

IN-CONFIDENCE 

Joint Report: Decision Regarding Government Funding of Large 
Irrigation Schemes – Letter to Chair of CIIL 

Purpose of Report 

1. The Minister of Finance and the Minister of Agriculture, as shareholders in Crown 
Irrigation Investments Ltd (CIIL) recently received joint advice from MPI and The 
Treasury outlining options for the future of government funding for irrigation schemes 
through CIIL.   

2. The Minister of Finance took the matter to Cabinet on 3 April 2018 (CAB-18-MIN-0133) 
and the Economic Development Committee (DEV) was granted power to act on the 
matter. The matter was considered by DEV on 4 April 2018 (DEV-18-MIN-0049). 

3. A letter to the Chair of CIIL outlining the decision has been drafted on behalf of 
shareholding Ministers and is attached to this report.   

4. We note that Minister O’Connor has declared a conflict of interest with Waimea 
Irrigators Limited (WIL) and that Minister Nash is acting under delegated responsibility 
for matters relating to CIIL. 

The Decision 

5. On 4 April 2018 DEV noted that the shareholding Ministers of CIIL intended to direct 
CIIL to: 

i honour all existing development funding contracts it has issued including any 
unpaid amounts under those contracts (but for the sake of clarity, CIIL will not 
increase the amount of funding available to any scheme under these contracts).  

ii honour its remaining contractual commitments to complete Central Plains Water 
Stage 2. 

iii progress discussion and evaluate the merit of investment in the Kurow Duntroon 
and Waimea schemes subject to CIIL’s normal investment protocol, including 
Board and shareholder approval. 

iv  decline to enter into any new development funding contracts unless the 
development funding is in support of the Kurow Duntroon or Waimea schemes. 

v cease discussion and evaluation of investment funding for any other scheme.  

vi conclude the terms of any Board and shareholder approved investment in the 
Kurow Duntroon and Waimea schemes by no later than 15 December 2018. 

6. Ministers indicated that they would also like to understand whether the Kurow Duntroon 
scheme could be scaled down. We have noted this in the attached letter to CIIL and 
will report back to Ministers in due course. 

7. A public announcement by the Minister of Finance regarding government funding for 
irrigation through CIIL was made on Thursday 5 April 2018.  Prior to the public 
announcement, MPI and The Treasury communicated the Government’s decisions to 
CIIL’s Chair and CEO. 
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IN-CONFIDENCE 

T2018/122: Decision Regarding Government Funding of Large Irrigation Schemes – Letter to Chair of CIIL Page 4 

IN-CONFIDENCE 

Next Steps 

8. In order to communicate these decisions formally to CIIL, we recommend the attached 
letter be signed by the Minister of Finance on behalf of shareholding Ministers and sent 
to the Chair of CIIL. 

9. MPI and the Treasury will provide further advice to shareholding Ministers regarding 
the wind-down of CIIL shortly.  

10. CIIL has not yet received its annual Letter of Expectations (LOE) from its shareholders. 
The Treasury will draft this shortly. The LOE will outline Ministers’ expectations of the 
company for the 2018/19 fiscal year consistent with the items outlined in point 5. above 
as well as board composition and the wind-down of CIIL (as a result of these 
decisions). 

Recommended Action 

We recommend that you: 
 
a agree for the Minister of Finance to sign and send the attached letter on behalf of 

shareholding Ministers to the Chair of Crown Irrigation Investments Ltd (CIIL) 
 
 Agree/disagree. Agree/disagree. 
 Minister of Finance Minister of Agriculture 
 
 
b note that a Letter of Expectations for 2018/19 and further advice on the wind-down of 

CIIL will follow shortly. 
 
 
 
 
 
Chris Gregory 
Manager, Commercial Operations - Governance and Performance, The Treasury 
 
 
 
 
 
Justine Gilliland 
Director Investment Programmes, Sector Partnerships and Programmes, MPI 
 
 
 
 
 
Hon Grant Robertson  
Minister of Finance  
 
 
 
 
 
Hon Stuart Nash 
Acting under delegated authority from the Minister of Agriculture 
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Treasury:3947269v1  

 
 
 
 
 
 
 
 
Ms Debbie Birch 
Chair 
Crown Irrigation Investments Ltd 
PO Box 5177 
WELLINGTON 6145 
 
 
Dear Ms Birch 
 
As you are aware, the Government has signalled a wind down of its investment in large-scale 
irrigation while honouring existing commitments made by Crown Irrigation Investments Limited 
(CIIL). 
 
We wish to advise the Board of CIIL that Cabinet has decided that CIIL is to work within its 
existing appropriations to: 
 

i honour all existing development funding contracts CIIL has issued including 
any unpaid amounts under those contracts (but for the sake of clarity, CIIL will 
not increase the amount of funding available to any scheme under these 
contracts).  

 
ii honour CIIL’s remaining contractual commitments to complete Central Plains 

Water Stage 2. 
 

iii progress discussion and evaluate the merit of investment in the Kurow 
Duntroon and Waimea schemes subject to CIIL’s normal investment protocol, 
including Board and shareholder approval. 

 
iv  decline to enter into any new development funding contracts unless the 

development funding is in support of the Kurow Duntroon or Waimea schemes. 
 

v cease discussion and evaluation of investment funding for any other scheme.  
 

vi conclude the terms of any Board and shareholder approved investment in the 
Kurow Duntroon and Waimea schemes by no later than 15 December 2018. 

 
The total funding available to be drawn for construction funding for the Kurow Duntroon and 
Waimea schemes from the investment appropriation totals $69.4m. We expect CIIL will 
manage its ongoing operating expenses prudently.   
 
The total funding available for any further development funding for Kurow Duntroon and 
Waimea totals $4.2m. 
 
Shareholding Ministers request CIIL provide further information on Kurow Duntroon. 
Specifically, shareholding Ministers would like to see alternatives that involve a scaled-back 
scheme for Kurow Duntroon.  
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Treasury:3947269v1  

We note that this letter supersedes our letter to you dated 7 December 2017. 
 
We request that you work with the Ministry for Primary Industries and the Treasury on the 
operational and wind-down implications for CIIL from these decisions including options around 
how CIIL’s investment(s) might be managed going forward. 
 
We will expand on these and other expectations in a formal letter of expectation shortly as 
part of the 2018/19 business planning cycle.   
 
I want to acknowledge and thank you, the Board and the staff of CIIL for the work undertaken 
to date. 
 
 
Yours sincerely 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
For shareholding Ministers 
 
 
cc:  Murray Gribben 

Chief Executive Officer 
Crown Irrigation Investments Ltd 
PO Box 5177 
WELLINGTON  6145 
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 IN-CONFIDENCE 

Treasury:3913500v2 IN-CONFIDENCE 

Joint Report:  Cabinet Committee Paper – Decision Regarding the 
Future of Crown Irrigation  

Date: 29 March 2018 Report No: T2018/178 

File Number: CM-1-3-116-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Sign the attached Cabinet 
committee paper. 

Wednesday 4 April 2018 

 

Minister of Agriculture 

(Hon Damien O'Connor) 

Sign the attached Cabinet 
committee paper. 

Wednesday 4 April 2018 

 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Kyle Lunman Senior Analyst, 
Commercial Operations, 
The Treasury 

N/A  

Neil Williams Manager Sustainable 
Resources and 
Programme Coordination, 
Ministry for Primary 
Industries 

 

Chris Gregory Manager, Commercial 
Operations - Governance 
and Performance, The 
Treasury 

 

Justine Gilliland Director Investment 
Programmes, Sector 
Partnerships and 
Programmes, 
Ministry for Primary 
Industries 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury and MPI. 

Lodge an oral item with Cabinet regarding the attached DEV Cabinet Committee paper. 
 

s9(2)(k)

s9(2)(g)(ii)
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Note any 
feedback on 
the quality of 
the report 

 

 
 
Enclosure: Yes 
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Joint Report: Cabinet Committee Paper - Decision Regarding the 
Future of Crown Irrigation 

Purpose of Report 

1. The Government, in its coalition agreements, has signalled a wind down of government 
investment in irrigation while honouring existing commitments made by Crown Irrigation 
Investments Limited (CIIL).  

2. The cabinet committee paper attached to this report summarises the key decisions and 
recommendations for shareholding Ministers presentation to the Economic Development 
Committee (DEV).  

3. The paper has been written on the assumption that the Minister of Finance will lodge an oral 
item on this matter with Cabinet on Tuesday 3 April 2018 seeking Power to Act for DEV. A 
list of speaking points for the Minister at Cabinet is also attached to the report. 

4. Ministers indicated they would like further information on the Kurow Duntroon scheme, 
including the size, type of farming, water extraction rights, retirement of tributary streams, 
and the feasibility of scaling down the scheme. MPI and the Treasury will provide a separate 
report to Ministers shortly with this information.  

Decision Regarding the Future of Crown Irrigation  

5. Shareholding Ministers need to signal their expectations of CIIL to the Board. We 
recommend that shareholder Ministers seek approval from DEV to instruct CIIL to: 

i) honour all existing development funding contracts it has issued including any unpaid 
amounts under those contracts.  
 

ii) honour its remaining contractual commitments to complete Central Plains Water Stage 
2. 
 

iii) progress discussion and evaluate the merit of investment in the Kurow Duntroon and 
Waimea schemes subject to CIIL’s normal investment protocol, including Board and 
shareholder approval. 
 

iv) decline to enter into any new development funding contracts unless the development 
funding is in support of the Kurow Duntroon or Waimea schemes. 

 
v) cease discussion and evaluation of investment funding for any other scheme.  

 
vi) conclude the terms of any Board and shareholder approved investment in the Kurow 

Duntroon and Waimea schemes by no later than 15 December 2018. 
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6. The Treasury and MPI will draft correspondence on behalf of Ministers to CIIL’s Chair 
confirming Ministers’ decisions regarding CIIL. Separate advice to Ministers regarding the 
wind-down of CIIL will also follow.  
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Recommended Action 

We recommend that you: 
 
1 agree to lodge the attached Cabinet paper with the Economic Development Committee 

(DEV). 
 
 Agree/disagree.    Agree/disagree. 
 Minister of Finance   Minister of Agriculture 
 
 
2 agree to take an oral item to Cabinet to seek approval to delegate the Power to Act on the 

future of Crown Irrigation Investments Ltd to DEV. 
 
 Agree/disagree.    Agree/disagree. 
 Minister of Finance   Minister of Agriculture 
 
 
 
 
 
Chris Gregory 
Manager, Commercial Operations - Governance and Performance, The Treasury 
 
 
 
 
 
 
Justine Gilliland 
Director Investment Programmes, Sector Partnerships and Programmes, Ministry for Primary 
Industries 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
Hon Damien O’Connor 
Minister of Agriculture 
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   LEGALLY PRIVILEGED  

Office of the Minister of Finance 

Office of the Minister of Agriculture 

 29 March 2018 

 

 

Chair 

Cabinet Economic Development Committee (DEV) 

 

 
Decision Regarding the Future of Irrigation Schemes’ Funding by Crown 
Irrigation Investments Ltd 

 

Proposal 

1. The Government, in its coalition agreements, has signalled a wind down of 
government investment in irrigation while honouring existing commitments 
made by Crown Irrigation Investments Limited (CIIL).  

2. This paper summarises the key decisions regarding the future of schemes 
currently receiving funding by CIIL. 

3. On Tuesday 3 April 2018 Cabinet delegated the Power to Act on these 
decisions to DEV. 

Background 

4. CIIL’s shares are held by the Minister of Finance (50%) and the Minister of 
Agriculture (50%).  

5. CIIL was established in 2013 with the purpose of enabling development and 
construction of off-farm irrigation infrastructure which has the potential to 
generate long term economic benefit for New Zealand. CIIL is a New Zealand 
Crown Entity Company. 

6. CIIL provides funding in the form of: 
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• Development funding, in the form of grants to support the planning of 
irrigation schemes, including the costs of scoping, pre-feasibility and 
feasibility studies. 
 

• Investment funding for construction of irrigation schemes. 
 

7. CIIL’s funding comes from two separate appropriations, one for development 
funding and one for investment funding and operating expenditure. These two 
appropriations are administered by the Ministry for Primary Industries (MPI). 

Process Commitments 

8. Irrigation schemes seeking CIIL investment must clear a series of hurdles before 
a construction funding contract is issued by CIIL.  
 

9. In essence, CIIL commits to a process when it enters into development grant 
funding contracts without fully legally binding itself to providing construction 
financing at the outset.  

 
10. CIIL’s constitution requires that any proposal from a scheme for construction 

funding (once it has cleared all of CIIL’s development funding hurdles) needs CIIL 
Board approval and at a minimum shareholder consultation or otherwise 
shareholder approval. 

 
Contractual (loan) Commitments 

11. CIIL currently has one investment, a $65m loan facility to fund construction of 
Central Plains Water Stage 2 (CPW2), a $200 million project. The construction 
for this is well underway and due to be completed in August 2018. 

12. CIIL is contractually bound to honour its commitment to CPW2. 

Other Arrangements 

13. CIIL has six schemes with current development contracts, and another awaiting 
approval for a development funding contract:  

 

 

Name Contract 
status  

Variations Pending 

Kurow-Duntroon Current Awaiting approval for extension of time to 30 June 
Waimea Current Awaiting approval for increased grant funding of $1.2m
Hurunui Current Awaiting approval for increased grant funding of $0.68m 
Flaxbourne Current Awaiting approval for increased grant funding $0.13m
Manuherikia Current N/A 
Water Wairarapa Current N/A 
Northland None New application awaiting approval for grant funding of 

$0.1m  
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14. CIIL currently has signed construction funding term sheets with the Kurow 
Duntroon scheme in South Canterbury and the Waimea scheme in the Nelson 
region. 

15. The Kurow Duntroon scheme incorporates replacement of existing aged open-
canal to piped irrigation infrastructure as well as an expansion to the size of the 
existing scheme. The infrastructure upgrade should increase resilience in the 
community against drought. The project will retire water abstraction from small 
streams which are currently allocated via Mining Rights which expire in 2021. 
Without the scheme, abstraction from these streams will need to be significantly 
reduced from 2021, which will adversely affect current farming outputs. The 
scheme serves a mix of dairy, sheep and beef, viticulture and other sectors. The 
Kurow Duntroon scheme is targeting financial close in April 2018. CIIL’s potential 
capital funding commitment is $34.3m.  

16. The Waimea scheme is primarily targeted towards the horticulture and viticulture 
sectors in the Nelson region and potentially aids the regional council with their 
local water supply issues by increasing minimum flows in the Waimea River.  The 
Waimea scheme is targeting financial close in June 2018.  CIIL’s potential capital 
funding commitment is $35m.  

17. An appendix summarising CIIL’s development and investment pipeline as well as 
options for CIIL’s potential future construction funding investments is attached to 
this paper. 

 

Wind Down of CIIL and Honouring Existing Commitments 

18. Shareholding and other Ministers met on Wednesday 28 March 2018 to discuss 
CIIL’s future. We are supportive of CIIL honouring its contractual obligations with 
CPW2 as well as its existing development contracts to the close of the current 
phase of the contract.  We also support CIIL pursuing financial close with the 
Kurow Duntroon scheme, subject to further investigation as to whether the 
scheme could be scaled down, or limited only to replacing open channel irrigation 
with pipes, and supporting the reduction of takes from tributary streams. We also 
support the Waimea scheme given its reasonably advanced status (and that it is 
forecast to reach financial close soon). The nature of the commitment under the 
signed term sheets means there is available headroom in the investment 
appropriation to fund these schemes should they reach financial close.   

19. 

20. We, the shareholding Ministers, wish to signal our expectations of CIIL to the 
Board. Our expectations are that CIIL will: 

i) honour all existing development funding contracts it has issued including 
any unpaid amounts under those contracts.  

 

 

s9(2)(g)(i)
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ii) honour its remaining contractual commitments to complete Central Plains 

Water Stage 2. 
 

iii) progress discussion and evaluate the merit of investment in the Kurow 
Duntroon and Waimea schemes subject to CIIL’s normal investment 
protocol, including Board and shareholder approval. 
 

iv) decline to enter into any new development funding contracts unless the 
development funding is in support of the Kurow Duntroon or Waimea 
schemes. 

 
v) cease discussion and evaluation of investment funding for any other 

scheme.  
 

vi) conclude the terms of any Board and shareholder approved investment in 
the Kurow Duntroon and Waimea schemes by no later than 15 December 
2018. 

 

21. We consider this approach strikes a balance between both coalition agreements, 
by honouring existing commitments but otherwise winding down government 
investment in irrigation. 

22. This approach is subject to shareholding Ministers receiving advice from MPI and 
the Treasury confirming whether or not Kurow Duntroon can be scaled down or 
limited only to replacing open channel irrigation with pipes, and supporting the 
reduction of takes from tributary streams. 

23. Shareholding Ministers will write to the CIIL Board outlining these expectations. 

 

Ongoing Operations of CIIL 

24. Shareholding Ministers will report back to Cabinet on the proposed wind-down of 
CIIL’s ongoing operations following advice from MPI and the Treasury. 

 
 
Financial Implications 

25. The financial implications of the recommendations above are summarised in the 
tables below: 

 
Table 1:  CIIL’s Development Funding 
Development appropriation available following Budget ’17 $56.2m 

Payments made to date   (10.9m) 

Remaining outstanding contractual payments    (3.2m) 
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Potential development contract to support Kurow Duntroon and 
Waimea 

 (1.5m) 

Unrequired development appropriation  40.7m 

 

Table 2:  CIIL's Investment Funding 
Uncalled Investment appropriation as at 31 Dec 2017 $128.1m 

Contractual commitments to complete CPW2   (23.0m) 

Potential construction funding commitment for Waimea and 
Kurow Duntroon schemes 

  (69.4m) 

CIIL operating costs for remainder of FY’18  (1.5m) 

Estimated FY’19 CIIL operating and wind down costs  (4.0m) 

Unrequired investment appropriation 30.2m 

 

26. There is sufficient headroom within the current appropriations to fund the remaining 
existing development contracts, CPW2, and potentially both Waimea and Kurow 
Duntroon schemes should they reach financial close within the allowed timeframe, 
as well as CIIL operating and wind-down costs.  

 
 
Human Rights 

27. No known issues. 

 

Legislative Implications 

28. No known issues. 

 

Regulatory Impact Analysis 

29. No known issues. 

 

Gender Implications 

30. No known issues. 
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Disability Perspective 

31. No known issues. 

 
Publicity 

32. The coalition government’s policy on irrigation has been well signalled publicly. 
However, the topic continues to receive some publicity particularly in the rural 
community and with environmental groups. 

33. The Minister of Finance will make a formal public announcement shortly. 

 

Recommendations 

34. The Minister of Finance and the Minister of Agriculture recommend that DEV: 

1 note that on Tuesday 3 April 2018 Cabinet delegated the Power to Act on 
this matter to DEV 
 

2 note that the Government is pursuing its coalition agreement to wind down 
investment in irrigation infrastructure while honouring CIIL’s existing 
commitments.  
 

3 note that shareholding Ministers will direct the Board of CIIL to: 
 

i) honour all existing development funding contracts it has issued including 
any unpaid amounts under those contracts.  

 
ii) honour its remaining contractual commitments to complete Central Plains 

Water Stage 2. 
 

iii) progress discussion and evaluate the merit of investment in the Kurow 
Duntroon and Waimea schemes subject to CIIL’s normal investment 
protocol, including Board and shareholder approval. 

 
iv) decline to enter into any new development funding contracts unless the 

development funding is in support of the Kurow Duntroon or Waimea 
schemes. 

 
v) cease discussion and evaluation of investment funding for any other 

scheme.  
 

vi) conclude the terms of any Board and shareholder approved investment in 
the Kurow Duntroon and Waimea schemes by no later than 15 December 
2018. 
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4 note that progressing the Kurow Duntroon scheme is subject to its potential 
to be scaled down or limited to conversion from open-channel to piped 
infrastructure. 

 
5 note that the Minister of Finance will make a public announcement of this 

decision. 
 
6 note that shareholding Ministers will report back in due course on the 

operations or wind-down of CIIL following these decisions. 
 

 
 
Authorised for lodgement 

 

Hon Grant Robertson    Hon Damien O’Connor 
Minister of Finance    Minister of Agriculture 
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Speaking Points for the Minister of Finance Regarding Crown Irrigation for Cabinet on 
Tuesday 3 April 2018 

 

• The Government, in its coalition agreements, has signalled a wind down of government 
investment in irrigation while honouring existing commitments made by Crown Irrigation 
Investments Limited (CIIL). 

 
• CIIL was established in 2013 with the purpose of enabling development and construction of off-

farm irrigation infrastructure which has the potential to generate long term economic benefit for 
New Zealand. CIIL is a New Zealand Crown Entity Company. The Ministers of Finance and 
Agriculture are the shareholding Ministers of CIIL. 
 

• CIIL has a number of development grant funding contracts and potential investments in its 
pipeline. Some of these potential schemes are well advanced in their planning and targeting 
financial close shortly, while others are still some ways off.  
 

• CIIL currently has one investment, a $65m loan facility to fund construction of Central Plains 
Water Stage 2 (CPW2). The loan is partially drawn down and construction for this is underway, 
with completion scheduled for August 2018. CIIL is contractually bound to honour its 
commitment to CPW2. 

 
• CIIL currently has signed construction funding term sheets with the Kurow Duntroon scheme in 

South Canterbury and the Waimea scheme in the Nelson region. Both of these schemes are 
attempting to reach financial close over the next few months. If both reach financial close, the 
combined commitment from CIIL would total approximately $69m. 

 
• Assuming CPW2 is funded through to completion and Kurow Duntroon and Waimea reach 

financial close, there would be enough funding available in the current appropriations to fund 
these three projects, with surplus funding remaining in the appropriations administered by the 
Ministry for Primary Industries. 

 
• Under CIIL’s constitution, Shareholding Ministers are able to make directions to CIIL; a noting 

paper outlining Ministers’ proposed directions will be provided to DEV. 
 

• We believe there is potential to strike a balance between both coalition agreements.  We are 
seeking approval from Cabinet to delegate the Power to Act on this matter to DEV. 

 

 

END 
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TDC have completed public consultations and have passed a resolution to continue 
pursuing the Dam. A final resolution will need to be passed following a successful 
equity raise from the share offer. 

Funding 

The estimated project cost at the time the project documentation was negotiated was 
$75.9m. It was agreed that the project be funded as follows: 

Funder Amount($ million) 

Waimea lrrigators Ltd - Equity from Water Shares $16.0 

Crown Irrigation Investments Limited - CIIL Loan $21.1m 

Tasman District Council: $38.8m 
• Tasman District Council: $16.8m
• CIIL Interest free loan to TDC: $10.0m
• Ministry for the Environment: $7.0m
• Nelson City Council: $5.0m

Total Funding $75.9 

Construction 

The anticipated start date for construction, should all of the criteria be met, is mid-2018 
with the scheme becoming operational in April 2022. The Dam has been designed to 
provide reliability up to a 1-in-40 year drought. 

Resource Consents 

Resource Consents authorising the construction, operation and maintenance of the 
Dam and associated infrastructure were granted on 22 July 2015. The resource 
consent allows for the release of Dam Water into the Upper Lee River. 

Target Sectors 

Over the past two decades the range of agricultural activities in the Waimea Basin has 
diversified and includes hops, apples, berries, and kiwifruit and, in more recent years, 
vineyards have become increasingly common. 

The Share Offer 

The WIL offer of water shares closes 22 March 2018. If Ministers decide to allow CIIL 
to pursue potential financial close with Waimea, CIIL would need to seek Board 
approval. It would also need to provide a detailed business case for shareholding 
Ministers. This could be expected shortly after the share offer close. 

Jean-Marc Petit, Analyst, Commercial Operations, The Treasury, 

Neil Williams, Manager, Sustainable Resources and Programme Coordination, MPI, 

, Manager, Commercial Operations, The Treasury, 

-"-•-; �

r < 1? 
············································· ..... J ...... /-.... . 

MINISTER 
Treasury:3920752v1 IN-CONFIDENCE 2 
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Treasury:3893383v1 IN-CONFIDENCE 

Treasury/MPI Report:  Crown Irrigation Investments Ltd Update and 
Options 

Date: 20 December 2017 Report No: T2017/2831 

File Number: CM-1-3-116-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Agree that Crown Irrigation 
Investments Limited (“CIIL”) honour 
existing development funding 
contracts. 

Agree that CIIL not enter into new 
development funding contracts 
unless they support one of the 
schemes allowed to progress. 

Agree that CIIL either:  Option 1 -  
continue to fund only CPW2 or 
Option 2 - pursue financial close 
with Waimea and Kurow-Duntroon 
or Option 3 - pursue financial close 
with Waimea, Kurow-Duntroon, and 
either Hunter Downs or Hurunui. 

Agree that if Option 2 or Option 3 is 
chosen, CIIL be instructed that it has 
until 15 December 2018 to reach 
financial close for the relevant 
schemes under the options.  

Note that officials will draft a letter to 
CIIL’s Chair following receipt of 
Ministers’ decisions.  

Friday 22 December 2017 

Associate Minister of Finance 

(Hon David Parker) 

Note the content of this report. None 
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2 

 
Minister of Agriculture 

(Hon Damien O'Connor) 

Agree that Crown Irrigation 
Investments Limited (“CIIL”) honour 
existing development funding 
contracts. 

Agree that CIIL not enter into new 
development funding contracts 
unless they support one of the 
schemes allowed to progress. 

Agree that CIIL either: Option 1 -  
continue to fund only CPW2 or 
Option 2 - pursue financial close 
with Waimea and Kurow-Duntroon 
or Option 3 - pursue financial close 
with Waimea, Kurow-Duntroon, and 
either Hunter Downs or Hurunui. 

Agree that if Option 2 or Option 3 is 
chosen, CIIL be instructed that it has 
until 15 December 2018 to reach 
financial close for the relevant 
schemes under the options. 

Note that officials will draft a letter to 
CIIL’s Chair following receipt of 
Ministers’ decisions. 

Friday 22 December 2017 

Associate Minister of Finance 

(Hon Shane Jones) 

Note the contents of this report. None 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact

Kyle Lunman Senior Analyst, Commercial 
Operations – Governance 
and Performance, Treasury 

 

 
 

Chris Gregory Manager, Commercial 
Operations - Governance 
and Performance, Treasury 

 

Neil Williams Manager Sustainable 
Resources and Programme 
Coordination, Ministry for 
Primary Industries 

 

Ben Dalton Deputy-Director General, 
Sector Partnerships and 
Programmes, Ministry for 
Primary Industries 

 

 

s9(2)(g)(ii)
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Actions for the Minister’s Office Staff (if required) 

Sign and return copies of the attached report to Treasury and MPI. 

 
 
 
Enclosure: Yes 
 

 

 

 

20200113 Doc 8
Page 29 of 43



IN-CONFIDENCE 

T2017/2831T2017/2831 : Crown Irrigation Investments Ltd Update and Options Page 4 
 

IN-CONFIDENCE 

  

Executive Summary 

 
Crown Irrigation Investments Ltd (“CIIL”) is a Crown Entity that was established in 2013.  CIIL 
provides funding in the form of: 
 

• Development funding, typically in the form of grants to support scheme 
development, including the costs of scoping, pre-feasibility and feasibility studies.  
This funding comes from MPI’s Irrigation Acceleration Fund appropriation. 
 

• Investment funding for scheme construction.  It typically does this by providing 
subordinated debt at concessionary interest rates. 
 

Shareholding Ministers recently met to discuss CIIL’s future. Ministers indicated they would 
honour contractual commitments between CIIL and Central Plains Water Stage Two 
(“CPW2”). Ministers were also open to advice on three schemes which had been issued 
construction funding term sheets by CIIL. While these schemes are ‘near-investment ready’ 
and forecast to reach financial close in 2018, there is no certainty of this occurring. We 
recommend making any commitment the three schemes time-bound and suggest a deadline 
of 15 December 2018.  

Should all these schemes reach financial close, CIIL would likely require an additional 
investment funding appropriation of approximately $39.7 million. The Crown would need to 
either repurpose the expected surplus from the development appropriation or establish a new 
appropriation to meet the shortfall.   
 
CIIL has one other scheme it considers near ‘investment-ready’ in its pipeline though CIIL 
has not yet provided a term sheet for construction financing: Hurunui, located in North 
Canterbury. CIIL is seeking the opportunity for this scheme to reach financial close in 2018. 
We suggest Ministers consider allowing CIIL to pursue either Hurunui or Hunter Downs, but 
not both. CIIL is forecasting a potential loan of up to $70 million for Hunter Downs or $60 
million for Hurunui. CIIL are best placed to decide on which of these two schemes to pursue 
due to their knowledge of the schemes.  
 
We suggest all schemes which have been issued current development grant funding  
contracts (separate appropriation) be allowed to complete their current contracts, though  
it be made explicitly clear that CIIL will not be entertaining a bid for construction funding at  
the conclusion of the development phase.  CIIL expect that this will result in a $40m surplus  
in the development appropriation. 
 
We suggest three options for shareholding Ministers to choose from regarding CIIL’s  
investment funding commitments:  only fund CPW2 (Option 1), or allow the Kurow-Duntroon  
and Waimea schemes to pursue financial close, which could be funded within the existing  
investment appropriation (Option 2), or allow Kurow-Duntroon, Waimea as well as Hunter  
Downs or Hurunui to pursue financial close, at which the Crown would need to either  
repurpose the expected surplus from the development appropriation or establish a new  
appropriation to meet the shortfall (Option 3).  
 
These schemes are grouped in the options cumulatively, based on their current status and 
corresponding legal commitment: Option 1 - ‘under construction’ (legally binding), Option 2 - 
‘term sheet signed’ (not legally binding but signed), Option 3 - ‘term sheet issued or drafted’ 
(not legally binding and unsigned). More information on the legal status of each scheme is 
found in the body of this briefing and in Appendix One. 
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All of the above schemes bring a range of perceived benefits.  A table explaining these in 
detail has been provided in Appendix One to assist Ministers in making a decision on the 
options provided (Source: CIIL). 

We have not considered the wind-down of CIIL in this report, including management of CIIL’s 
existing investments. The Treasury and MPI will provide joint advice on these matters once 
Ministers’ preferences for the options in the report are known.  

Recommended Action 

We recommend that you: 
 
a. agree that CIIL continue to honour all existing development funding contracts including 

any unpaid amounts under those contracts.  
 
 Agree/disagree     Agree/disagree 
 Minister of Finance    Minister of Agriculture 
 
b agree that CIIL be instructed not to enter into any new development funding contracts 

unless they are in support of schemes that are being allowed to pursue financial close. 
 
 Agree/disagree     Agree/disagree 
 Minister of Finance    Minister of Agriculture 
 
c agree that CIIL pursue either Option 1, Option 2 or Option 3 outlined below: 

 
Option 1: only fund the remainder of CPW2 with no other schemes continuing. The 
remaining $40 million of the development appropriation and the remaining $104 million 
balance of the investment appropriation could be repurposed for other needs. 
 
Agree/disagree     Agree/disagree 
Minister of Finance    Minister of Agriculture 
 
or 
 
Option 2:  allow the Kurow-Duntroon and Waimea schemes to continue.  If these 
schemes reach financial close they could be funded from the remaining balance of the 
investment appropriation.  The remaining $40 million balance of the development 
appropriation and any residual balance of the investment appropriation could be 
repurposed for other needs. 

 
Agree/disagree     Agree/disagree 

 Minister of Finance    Minister of Agriculture 
 

or 
 

s9(2)(h)
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Option 3:  allow the Kurow-Duntroon, Waimea, and either the Hunter Downs or Hurunui 
schemes to continue to financial close.  If all three schemes reach financial close, 
additional funding will be required.  The Crown would need to either repurpose the 
expected $40 million surplus from the development appropriation or establish a new 
appropriation to meet the shortfall. 

 
 Agree/disagree     Agree/disagree 
 Minister of Finance    Minister of Agriculture 
 
d agree that if Option 2 or Option 3 is chosen, CIIL be instructed that it has until 15 

December 2018 to reach financial close for the relevant schemes under the options.  
 
 Agree/disagree     Agree/disagree 
 Minister of Finance    Minister of Agriculture 
 
e note that officials will draft a letter to CIIL’s Chair reflecting Ministers’ preferences once 

Ministers have finalised their decisions. 
 
 
 
 
 
 
Chris Gregory 
Manager, Commercial Operations - Governance and Performance, The Treasury 
 
 
 
 
 
 
Ben Dalton 
Deputy-Director General, Sector Partnerships and Programmes, Ministry for Primary 
Industries 
 
 
 
 
 
 
Hon Grant Robertson      Hon David Parker 
Minister of Finance     Associate Minister of Finance 
 
 
 
 
 
 
Hon Damien O'Connor     Hon Shane Jones 
Minister of Agriculture     Associate Minister of Finance 
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Purpose of Report 

1. The purpose of this report is to: 
 

• provide further information to shareholding Ministers regarding Crown Irrigation 
Investments Limited (“CIIL”) including an update on the status of schemes, 
appropriations, options and risks. 

 
• seek decisions on which investments shareholding Ministers support in line with 

the coalition agreement to honour existing investment commitments. 
 
2. This report has been produced by the Ministry for Primary Industries (“the Ministry”) 

and the Treasury. 

Analysis 

 
Background 
 
3. CIIL was established in 2013 with the purpose of enabling development and 

construction of off-farm regional irrigation infrastructure which has the potential to 
generate long term economic benefit for New Zealand. 

 
4. CIIL provides funding in the form of: 
 

• Development funding, typically in the form of grants to support scheme 
development, including the costs of scoping, pre-feasibility and feasibility studies.  
This funding comes from MPI’s Irrigation Acceleration Fund appropriation. 
 

• Investment funding for scheme construction. 
 

5. The company has seven staff based in Wellington and a Board of seven, chaired by 
Debbie Birch. 

 
Recent Ministers’ Meeting Regarding CIIL 
 
6. Shareholding Ministers met on 27 November 2017 to discuss CIIL.  Ministers indicated 

they would like advice on the nature of CIIL’s commitments.  This included advice on 
the three schemes which had been issued with construction funding term sheets by 
CIIL. Those schemes are Hunter Downs, Kurow-Duntroon, and Waimea. 
 

7. Ministers requested the Ministry and the Treasury to provide a full briefing and options 
regarding existing CIIL commitments.  This report is provided in response to that 
request.  

 
Process Commitments 
 
8. Irrigation schemes seeking CIIL investment must clear a series of hurdles through each 

phase as outlined in Diagram 1 below before a construction funding contract is issued 
by CIIL. 

 
9. In essence, CIIL commits to a process when it enters into development grant funding 

contracts without fully legally binding itself to provide construction financing at the 
outset. 
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10. Schemes in the early stages of their development (scoping, feasibility etc) typically 

apply for and receive development funding from CIIL (typically in the form of grants) to 
help pay for these costs.  Development funding is matched by the scheme (which is 
typically funded by farmers/users/shareholders). 

 
11. Upon initial engagement with any potential scheme, CIIL enters in those negotiations in 

good faith and with the purpose and intent that, should the scheme progress through 
the development phase and clear successive hurdles, it will seek to provide investment 
funding alongside shareholders (e.g. farmers and other users of the scheme) and 
potentially senior lenders (e.g. banks) for construction of the scheme.  

 
Shareholding Ministers’ Consultation or Approval 
 
12. CIIL’s constitution requires that any proposal from a scheme for construction funding 

(once it has cleared all of CIIL’s development funding hurdles) receives CIIL Board 
approval and at a minimum shareholder consultation or otherwise shareholder 
approval.  

 
13. As noted above, there are three schemes that CIIL has agreed terms sheets with for 

investment in construction funding.  

 

Scheme Progression 
 
14. CIIL progresses and categorises potential funding for irrigation schemes via its pipeline 

report. A summary of the pipeline process and brief description of each progressive 
category can be found in Figure 1 below: 

          
Figure 1:  Stages of Scheme Development 

 
 

15. CIIL typically provides development funding (in the form of grants) to a scheme from 
Phase 1 through Phase 5 and investment in construction funding during Phase 6. 
Repayment of CIIL’s construction funding should commence during Phase 7 and full 
repayment should be achieved by Phase 8. 

s9(2)(h)
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CIIL’s Appropriations and Pipeline 
 
16. CIIL has two separate appropriations via Vote Primary Industries: development funding 

(i.e. grants for early stage exploratory costs for potential schemes) and investment 
funding (i.e. construction funding). Its development funding is part of the Ministry’s 
appropriation for the Irrigation Acceleration Fund, administered by CIIL. CIIL’s 
operating costs are covered by its investment appropriation.  As part of Budget 2018, 
MPI is engaging in the Cabinet-agreed approach to bring together all of MPI’s 
submitted cost pressures in one process, including the potential to repurpose the 
development funding discussed in this paper. The Treasury’s Vote Team is aware of 
the potential repurposing of the surplus development appropriation discussed in this 
paper. 

 
CIIL’s Development Appropriation 
 
17. A summary of CIIL’s development appropriation is provided in the following table: 

 
Table 1: Development appropriation 

 $m 

Development appropriation available following Budget ‘17  56.2 

Development funding payments made to date (9.7) 

Payments outstanding under current contracts (4.4) 

Contract variations required to support Waimea, Kurow-Duntroon 
and Hunter Downs to financial close  (2.0) 

Development appropriation available  40.1 
 
CIIL’s Development Pipeline 
 
18. A copy of Crown’s irrigation investment pipeline is attached to this report.  CIIL 

currently has development contracts with eight schemes totalling $5.7 million.  $1.3 
million of this has been paid to date.  The remaining $4.4 million is due to be paid over 
the next eleven months (the latest expiry date of all existing development contracts is 
30 November 2018).  

 
19. If CIIL is allowed to pursue financial close with Waimea, Kurow-Duntroon and Hunter 

Downs, it estimates it will utilise a further $2 million of its development appropriation.  
 
20. Based on the above, there would be approximately $40m surplus against the 

development appropriation. The expected remaining balance of the development 
appropriation could be repurposed to fund a potential shortfall in the investment 
appropriation (discussed below) or for other purposes. 
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CIIL’s Investment Appropriation 
 
21. A summary of CIIL’s investment appropriation is provided in the following table: 

 
Table 2: Investment appropriation 

 
 
 
 
 
 
 
 
 

 
CIIL’s Investment Pipeline 

 
22. CIIL has 11 projects in its investment pipeline, of which one is in construction (CPW2) 

and three are reasonably advanced in negotiations with term sheets1 issued by CIIL 
though potential financial close is still uncertain. The three schemes are Hunter Downs 
(South Canterbury), Kurow-Duntroon (Otago), and Waimea (Nelson). Further details of 
these schemes are provided in the Table 3 below.   
 

Central Plains Water 2 
 
23. CPW2 is CIIL’s first major investment transaction, worth $65 million. The scheme, 

located in mid-Canterbury, is partially constructed and CIIL is due to provide another 
tranche of construction funding in January 2018. The scheme is expected to be 
completed by October 2018. 
 

24. CIIL has provided a second ranking debt facility to CPW2 as part of the investment 
funding for this scheme.  CIIL is contractually bound to fund the remaining $23 million 
under this debt facility.  
 

25. CIIL anticipates making another call on capital in December 2017 to fund a call on the 
debt facility for the next tranche of CPW2 construction as well as operating costs for 
the remainder of FY’18.  As with all previous calls on capital, this will require 
shareholding Ministers’ approval.  

 
Three Schemes Issued Term Sheets 
 
26. CIIL has issued construction funding term sheets to Hunter-Downs, Kurow-Duntroon, 

and Waimea and categorises these three schemes as “Phase 5” (refer Figure 1).  This 
phase is where project commitment is given and all the key decisions are finalised that 
are expected to lead to financial close (e.g. minimum equity raised, farmer metrics and 
scheme financial metrics are viable, financing is secured, shareholder 
consultation/approval, construction contracts signed etc).  Once the conditions 
precedent in the terms sheets are met, financial close follows.  However, there is no 
certainty that the conditions precedent will be met; it is possible that these schemes 
may not reach financial close. 

 

                                                
1  A term sheet is typically a non-binding precursor to a contractual commitment however the degree of 
commitment can vary depending on the specific terms and conditions. 

 

   $m 

Uncalled capital available for investment funding 128.1 

Complete CPW2 (23.0) 

Operating costs for remainder of FY’18  (1.5) 

Remaining capital available for investment funding 103.6 
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27. CIIL’s latest estimated dates for financial close for those schemes in phase 5 which 
have been issued construction funding term sheets are summarised in Table 3 below:  
 
Table 3: Summary of schemes with term sheets 

Scheme 
Potential 

commitment 
($m) 

Target 
financial 

close
Comment 

Kurow-
Duntroon 

34.3 Feb 2018 Shareholder consultation required; Treasury briefed 
but yet to receive final business case. 

Waimea 35.0 June 2018 Shareholder consultation required; Treasury briefed 
but yet to receive final business case. 

Hunter 
Downs 

70.0 Unknown 
but post 

June 2018 

 
28. We make the following observations, including the potential benefits of each: 

 
• The Kurow-Duntroon scheme primarily incorporates replacement of existing aged 

open-canal to piped irrigation infrastructure as well as an expansion to the size of 
the scheme. The scheme serves a mix of dairy, vineyard and other sectors.   The 
scheme will retire abstraction from small streams, and with no dairy expansion 
expected, it will potentially increase the diversity of land use. 

 
• The Waimea scheme is primarily targeted towards the horticulture and viticulture 

sectors in that region and also potentially aids the regional council with some of 
their local water supply issues by increasing minimum flows in the Waimea River. 

 
• The Hunter Downs scheme is a new ‘greenfields’ scheme targeted towards the 

dairy and sheep and beef sectors, but will potentially also improve the water 
quality of the Wainono lagoon through augmenting water supply to the lagoon. 

 
Further detail on these schemes, including other potential benefits, is attached to this 
report (Source: CIIL).  

 
29. As noted above, there is no commercial construction funding commitment currently in 

place between CIIL and these three phase 5 projects, and no certainty of financial 
close.  However, the company has provided grant funding and term sheets to these 
schemes and discussions are reasonably advanced.  If all of these schemes reached 
financial close, CIIL could not meet this obligation from its existing investment 
appropriation, and would require additional funding. (i.e. the Crown would need to 
either repurpose the expected surplus from the development appropriation or establish 
a new appropriation to meet the shortfall).  
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30. A summary of the impact to the investment appropriation of CIIL’s existing 
commitments and if all of the three schemes were to reach financial close is provided in 
Table 4 below: 
 
Table 4: Potential shortfall in the investment appropriation 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
Hurunui Scheme 
 
31. CIIL has another irrigation scheme, Hurunui, in its phase 5 category. CIIL has drafted 

but not yet issued Hurunui a construction funding term sheet. Hurunui is summarised in 
the table below: 
 
Table 5: Hurunui Scheme 

Scheme 
Potential 

commitment 
($m) 

Target 
financial 

close
Comment 

Hurunui 60.0 August  
2018 

Term sheet drafted but not issued yet. Shareholder 
approval required.  

 
32. Hurunui is a ‘greenfields’ scheme proposed for North Canterbury totalling 21,000 

hectares. It will predominantly service the dairy, cropping, sheep and beef sectors. The 
consented scheme included four dams along the Upper Waitohi River and on-
plains storage for distribution of irrigation water. This will potentially increase resilience 
through periods of drought and offer long-term options to water quality of the Waipara 
River. 

 
33. CIIL has provided $3.2 million of development funding to date to Hurunui, with a further 

$2.2 million contracted but yet to be paid.  
 
34. 

 

 
35. Hurunui is targeting a share offer to farmers in May 2018 and financial close by August 

2018. 
 
36. 

   $m 

Remaining investment capital available 103.6 

Fund Hunter Downs construction (70.0) 

Fund Kurow-Duntroon construction (34.3) 

Fund Waimea construction  (35.0) 

Fund FY’19/20 operating costs and wind down costs (4.0) 

Total (39.7) 

Additional investment appropriation required  39.7 

s9(2)(g)(i)

s9(2)(g)(i)

Note – This figure is incorrect and should be $3.4 -
http://www.crownirrigation.co.nz/news/crown-irrigation-invests-up-to-34m-in-north-canterbury-some-good-news-for-the-region.html

 

 

 

20200113 Doc 8
Page 38 of 43

AntaoA�
Highlight




IN-CONFIDENCE 

T2017/2831T2017/2831 : Crown Irrigation Investments Ltd Update and Options Page 13 
 

IN-CONFIDENCE 

The Ministry’s and the Treasury’s recommendation 

 
37. CIIL is contractually bound to meet the funding commitments related to the second 

ranking debt facility it has provided to CPW2.  
 
38. Ministers have expressed their preference to investigate honouring existing 

commitments for potential investment funding for the three schemes which had been 
issued with construction funding term sheets by CIIL.  Those schemes are Hunter 
Downs, Kurow-Duntroon, and Waimea. 

 
39. We recommend that the existing contracts funded under the development appropriation 

be allowed to complete their contracts.  However, Ministers should instruct CIIL that no 
new development contracts are to be entered into (unless they are made in support of 
the three schemes noted above).  CIIL expect that this will leave $40.1 million available 
from the development appropriation. 

 
40. The table below summarises the remaining balance of the development and 

investment appropriations allowing for these factors and potential calls against these 
appropriations: 

 
Table 6: Options and Potential Funding Needs 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
41. Ministers have the following options within the remaining existing appropriations: 

 
• Option 1:  Only fund the remainder of CPW2 with no other schemes continuing. 

The remaining $40 million balance of the development appropriation and the 
$104 million balance of the investment appropriation could be repurposed for 
other needs. 
 

• Option 2:  Allow the Kurow-Duntroon and Waimea schemes to continue.  If these 
schemes reach financial close they could be funded from the remaining balance 
of the investment appropriation.  The remaining $40 million balance of the 
development appropriation could be repurposed for other needs. 
 
 
 

   $m 

Appropriations  

Development 40.1 

Investment 103.6 

Total  143.7 

Calls  

Estimate of CIIL operating costs (4.0) 

Kurow-Duntroon (34.3) 

Waimea (35.0) 

Hunter Downs OR Hurunui (60.0) or (70.0) 

Total (133.3) or (143.3) 
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• Option 3:  Allow the Kurow-Duntroon, Waimea and either the Hunter Downs or 
Hurunui schemes to continue to financial close and repurpose the remaining 
balance of the development appropriation to fund the shortfall in the investment 
appropriation.  If all these schemes reach financial close they could be funded 
from the combined balance of the development and investment. 

 
42. If Ministers wish to pursue Option 3: 

 
• There is no headroom within the remaining balance of the appropriations to meet 

any increase in the expected investment funding required by the schemes.  We 
are relying on CIIL’s current expectations of the funding required for these 
schemes.  We recommend that CIIL be instructed that it must remain within the 
remaining appropriations and that there will be no new appropriations, and 
 

• Unless Ministers have other imperatives, we recommend CIIL be left to determine 
whether to proceed with Hunter Downs or Hurunui as CIIL is likely to be best 
placed to evaluate the likelihood of success of these schemes. 

 
43. In any event, in our view, CIIL’s development and investment commitments should be 

time bound.  We recommend that those schemes that Ministers allow to continue to 
pursue financial close (and therefore investment funding from CIIL) be given a deadline 
of 15 December 2018 to reach financial close.  

Risks 

44. There are risks with instructing CIIL to cease engagement with schemes in the 
development phase.  Schemes entered into development funding contracts (which may 
have been matched by their own funding) in good faith that there is potential to reach 
financial close with CIIL support at the end of the scheme development process.  There 
is also the risk of losing the potential benefits the schemes could bring if no other 
funders are found. 

 
45. It is important to note the distinction between issuance of a development funding 

contract, issuance of a term sheet and a binding contract to provide construction 
funding.  Even with a term sheet issued and strong indication from CIIL that they are 
likely to provide funding, the scheme still has to meet minimum equity raising 
conditions precedent, obtain consents etc. before the scheme can proceed.  A number 
of critical factors need to align in order to achieve financial close on construction 
financing.  Even if Ministers allow schemes to continue, it is not certain that they will 
meet financial close. 

 
46. Like any potential investment there are risks to investors and no certainty of return for 

shareholders who have provided equity to the scheme through the development phase. 
Users/shareholders have no certainty of returns on their capital and risk all of their 
capital outlay regardless of CIIL’s willingness to participate as there is never certainty 
of financial close when development funding is raised from user/shareholders of the 
potential scheme.  
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Next Steps 

 
47. The next steps to progress this matter are: 

 
• Ministers to express their preference of the available Options. 
 
• Officials will draft a letter to the Chair of CIIL setting out the Ministers’ instructions 
 
• If required, the Treasury will prepare the reporting required to implement 

necessary changes to the appropriations. 
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Options for Crown Irrigation Investments Limited  (LEGALLY PRIVILEGED INFORMATION) updated 28/3/2018

Capital Investment
$183m appropriated:

• Less ($54.9m) Opex and CPW2 to date

• Less ($23m) to complete CPW2

• Less ($1.5m) Opex for remainder of FY18

$103.6m of capital remaining (after CPW2)

Development/grant funding for schemes nearing construction
$56.2m total grant funding appropriation: 

• Less ($10.9m) grant funding paid to 31/12/17

• Less balance on existing contracts ($3.2m). This includes development contracts not listed in the table below which are in 

earlier development phases.

$42.1m of development funds remaining before potential variations (depending on which Option selected)

Option Details
Capital investment 

required

Remaining Capital 

investment balance
Development funding required

Remaining 

Development 

Funding balance

Development funding paid to date

1

Fund remainder of CPW2 (investment contract value 

of $65m)

Further $23.0m $103.6m None ~$42.1m

CPW2: $7.1m since 2013

2

Fund remainder of CPW2 (investment value of $65m)

PLUS

Fund construction of Kurow Duntroon $34.3m 

Fund construction of Waimea $35m

Further $23.0m

PLUS

$34.3m

$35m

$34.3m Waimea will require up to $1.2m to get to 

construction.

Kurow Duntroon will require up to $0.25m to get to 

construction.

~40.7m
CPW2: $7.1m since 2013

Kurow Duntroon: $0.17m since 2016 

Waimea: $1.m since 2009

3

Fund remainder of CPW2 (investment value of $65m)

PLUS

Fund construction of Kurow Duntroon $34.3m 

Fund construction of Waimea $35m

PLUS

Fund construction of Hunter Downs $70m OR

fund construction of Hurunui $60m

Further $23.0m

PLUS

$34.3m

$35m

PLUS

Up to $70m

Requiring additional 

capital of up to 

$35.7m  or $39.7m 

including $4m for 

CIIL’s estimated 

FY19 Opex

Waimea will require up to $0.5m to get to 

construction.

Kurow Duntroon will require up to $0.25m to get to 

construction.

PLUS

Hunter Downs will require up to $1.2m  to get to 

construction. OR 

Hurunui will require $0.6m to get to construction.

At most 

~$37.7m

CPW2: $7.1m since 2013

Kurow Duntroon: $0.2m since 2016 

Waimea: $1.7m since 2009

Hunter Downs: $4.07m since 2010

Hurunui:$3.67m since 2008

Current legal commitments and potential benefits provided by schemes identified as close to construction ready 

Kurow Duntroon in Kurow, South Canterbury 
Development funding required: $0.25m
Construction investment: $34.3m
Size: 4,000-5,500 ha

Legal commitment: Honour existing development 
funding contract of $607,000. Term sheet and process 
letter. legally bound to steps in process letter. Does not 
legally commit CIIL to construction funding.

Waimea in Nelson/Tasman 
Development funding required: $2m
Construction investment: $35m
Size: 4,000-5,000 ha

Legal commitment: Honour existing 
development funding contract of $805,000. 
Term sheet and process letter. legally bound 
to steps in process letter. Does not legally 
commit CIIL to construction funding

Hunter Downs in Waimate, South 
Canterbury
Development funding required: $1.5m
Construction investment: $70m
Size: 12,000-20,000 ha

Legal commitment: No explicit legal 
commitment (unsigned terms sheet)

Hurunui, North Canterbury
Development funding required: $0.6m
Construction investment: $60m
Size: 21,000ha

Legal commitment: Honour existing development contract of 
$2,389,806. No term sheet. CIIL not legally committed to 
construction funding. 

Land use: Dairy, arable\cropping, sheep and beef and deer 
plus horticulture long term.
Community: Upgrade of existing infrastructure to increase 
resilience in the community against drought
Environmental: Retires water abstraction from small 
streams, currently allocated via Mining Rights which expire in 
2021. Without the scheme, abstraction from these streams 
will not be reduced from 2021, which will adversely affect
primary sector output. No expansion to dairy expected.
Economic: Economic growth and diversity of land use.

Land use: Apples, viticulture and horticulture 
including vegetables and hops.
Community: A multi-use scheme that will provide 
urban and rural water supply and after many 
studies is determined to be the best fix for urban 
water supply issues.
Environmental: Increased minimum flows in the 
Waimea river and aquifer recharge.
Economic: Integral to economic growth and 
resilience in the region. 

Land use: Arable cropping and dairy
Community: Improved water quality.
Environmental: Should improve the water 
quality of the Wainono lagoon by  
augmenting water supply to the lagoon. 
Without the scheme, nutrient losses into 
Wainono Lagoon will need to be reduced 
significantly.
Economic: Local economy growth & 
resilience.

Land use: Deer, arable cropping, dairy support (rather than farming), 
sheep & beef plus horticulture and viticulture potential
Community: Will enable diversity of land uses
Environmental: Consent for the Hurunui district has nutrient limits the 
scheme must comply with and requires Farm Environmental 
Management Plans (FEMP) and Good Management Practices (GMP). The 
project involves building a large off-river storage pond using Hurunui 
River water. Long term provides opportunities to improve water quality 
in the Waipara River.
Economic: Local economy growth & resilience through frequent periods 
of drought, and diversity of land use.

*Note figures are approximate and may 
vary slightly depending on timing, etc.
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Phase 2 - Scoping :
Preliminary desktop 
study conducted to 
identify potential project 
options.

Phase 3 - Pre-feasibility :
Options from scoping 
study are assessed to 
select the preferred 
scheme ‘base case’.

Phase 4 - Feasibility :
Project base case is refined with detailed 
technical, social, environmental and commercial 
investigations.  Final business case is developed 
to support project commitment phase.

Phase 5 - Project Commitment:
Execution of financing and procurement strategy to 
gain external support and terms for construction 
financing and execution.  Final investment decision 
/ financial close.  Construction approvals.

Phase 6 - Construction :
Construction and commissioning 
of scheme infrastructure using 
funding provided from equity 
and debt providers.  

Phase 7 - Operations :
Water delivered to irrigators and the 
environment resulting in an uplift in 
NZ economic growth and improved 
environmental outcomes.  

Crown Funded Water Management and Infrastructure schemes in/near to construction (updated 12 December 2017)

July 2016 July 2017 July 2018 July 2019 July 2020

S T R A T H  T A I E R I  - $ 0 0 K  ( $ 2 9 8 K )

B O P  S T R A T E G I C  W A T E R  S T U D Y  - $ 0 0 K  ( $ 5 0 K )

R A N G I T I K E I  D I S T R I C T  S T R A T E G I C  W A T E R  A S S E S S M E N T  ( R D S W A )  - $ 5 1 K  ( $ 7 5 K )

H I N D S  M A R  S C O P I N G  S T U D Y   - $ 3 4 4 K  ( $ 4 8 2 K )

G I S B O R N E  M A R  T R I A L  - $ 3 1 1 K  ( $ 3 6 4 K )

Strategic assessment/water study or trial Scoping Pre-feasibility Feasibility Project Commitment Construction Operations (water flowing)

[Scheme Name] - [Total funding* received to date] ([Current Contract Value])

COMMUNITY PROJECTS MANAGED BY MPI (IAF)

* excludes accruals for Nov 17

July 2016 July 2017 July 2018 July 2019 July 2020

C E N T R A L  P L A I N S  W A T E R  - S T A G E  1  - $ 0 0 K  ( $ 0 0 K )

C P W  S T A G E  2   - $ 2 8 , 3 5 5 K  ( $ 6 5 , 0 0 0 K )

Strategic assessment/water study or trial Scoping Pre-feasibility Feasibility Project Commitment Construction Operations (water flowing)

[Scheme Name] - [Total investment to date] ([Investment Value])

IN CONSTRUCTION/OPERATIONAL PROJECTS WITH CROWN IRRIGATION INVESTMENT LTD (CIIL) INVESTMENT 

Capital investment contract in place

July 2016 July 2017 July 2018 July 2019 July 2020

N O R T H L A N D  - $ 2 3 8 K  ( $ 0 0 K )

O T O P  - $ 5 6 0 K  ( $ 3 4 0 K )

E M U  P L A I N S  - $ 1 2 7 K  ( $ 1 4 2 K )

W A T E R  W A I R A R A P A   - $ 3 , 6 2 4 K  ( $ 1 0 0 K )

M A N U H E R I K I A  - $ 1 , 1 0 5 K  ( $ 8 1 5 K )

F L A X B O U R N E   - $ 3 4 5 K  ( $ 4 7 2 K )

H U R U N U I   - $ 3 , 3 6 1 K  ( $ 2 , 3 9 0 K )

H U N T E R  D O W N S  - $ 4 , 0 6 5 K  ( $ 0 0 K )

W A I M E A  - $ 1 , 5 5 8 K  ( $ 8 0 5 K )

K U R O W  D U N T R O O N  - $ 1 6 9 K  ( $ 6 0 7 K )

Strategic assessment/water study or trial Scoping Pre-feasibility Feasibility Project Commitment Construction Operations (water flowing)

[Scheme Name] - [Total funding* received to date] ([Current Contract Value])

REGIONAL PROJECTS MANAGED BY CROWN IRRIGATION INVESTMENTS LTD (CIIL)

current contract ends 15/12/17

no current contract

no current development contract in place

* excludes accruals for Nov 17

Schemes identified as close to construction and  
featured in table of options  for this paper.
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