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Dear  

 

Thank you for your Official Information Act request, received on 8 August 2022. You 

requested the following: 

 

• All, if any, reports or briefings Treasury prepared for Crown Irrigation 

Investments Ltd regarding the irrigation company's funding of Kurow-Duntroon 

Irrigation Company Ltd's irrigation scheme between August 8, 2013, and 

August 8, 2022, 

• All, if any, reports or briefings Treasury prepared for Crown Irrigation 

Investments Ltd regarding the irrigation company's funding of Waimea Water 

Ltd's irrigation scheme between August 8, 2013, and August 8, 2022, 

• All reports or briefings Treasury prepared for Crown Irrigation Investments Ltd 

regarding the irrigation company's other funding of large-scale irrigation 

schemes between August 8, 2013, and August 8, 2022. 

 

After discussions with Treasury officials, on 10 August 2022 you revised your request 

to: 

 

All, if any, reports or briefings Treasury prepared for shareholding Ministers 

regarding Crown Irrigation Investments Ltd 's funding of Kurow-Duntroon 

Irrigation Company Ltd's irrigation scheme between 1 Jan 2018, and August 8, 

2022.  

 

Treasury officials provided you with a list of documents in scope of your revised 

request and invited you to identify documents from the list. On 29 August 2022, you 

selected the following two documents as satisfying your request: 

• 11 June 2018 - T2018/1466: Crown Irrigation - Kurow Duntroon,  

• 24 October 2018 - T2018/1603: Crown Irrigation: Kurow Duntroon Scheme 

Investment. 

On 31 August 2022, I extended the time to respond to your request by five working 

days to undertake consultations.  
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Information being released 

Please find enclosed the following documents: 

 

Item Date Document Description Decision 

1.  11 June 2018 Treasury Report T2018/1466: Crown Irrigation 

– Kurow Duntroon Update 

Release in 

part 

2.  1 May 2018 Attachment to T2018/1466: Letter to 

Shareholding Ministers 

Release in 

part 

3.  24 October 2018 Treasury Report T2018/1603: Crown Irrigation: 

Kurow Duntroon Scheme Investment 

Release in 

part 

4.  11 October 2018 Attachment to T2018/1603: Notice of call on 

shares 

Release in 

part 

5.  11 October 2018 Attachment to T2018/1603: Board resolution to 

make call on shares 

Release in 

part 

 

I have decided to release the documents listed above, subject to information being 

withheld under one or more of the following sections of the Official Information Act, as 

applicable: 

• section 9(2)(a) – to protect the privacy of natural persons, including that of 
deceased natural persons; 

• section 9(2)(b)(ii) – to protect the commercial position of the person who supplied 
the information, or who is the subject of the information; 

• 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; 

• section 9(2)(i) – to enable the Crown to carry out commercial activities without 
prejudice or disadvantage; and 

• section 9(2)(k) – to prevent the disclosure of information for improper gain or 
improper advantage. 

Direct dial phone numbers of officials have been redacted under section 9(2)(k) to 

reduce the possibility of staff being exposed to phishing and other scams. This is 

because information released under the Official Information Act may end up in the 

public domain, for example, on websites, including the 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’s website. 
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This reply addresses the information you requested. You have the right to ask the 

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 

 

 

 

Ann Webster 

Manager, Commercial and Institutional Performance 
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Treasury:3963100v1  

Treasury Report:  Treasury Report: Crown Irrigation - Kurow Duntroon 
Update 

Date: 11 June 2018 Report No: T2018/1466 

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

Action Sought 

 Action Sought Deadline 

Minister of Finance  

(Hon Grant Robertson) 

Agree for the Minister of Agriculture 
to sign and send the attached letter. 

Monday, 18 June 2018 

Minister of Agriculture  

(Hon Damien O'Connor) 

Sign and send the attached letter 
on behalf of shareholding Ministers 
to the Chair of Crown Irrigation 
Investments Ltd.   

Monday, 18 June 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Jean-Marc 
Petit 

Analyst, Commercial Operations – 
Governance and Performance 

N/A 

 

 

Kyle Lunman Senior Analyst, Commercial Operations 
– Governance and Performance 

N/A 

 

 

Matthew 
Appleby 

Acting Manager, Commercial 
Operations - Governance and 
Performance 

 

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

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

Return the signed report to Treasury. 

 

Note any 
feedback on 
the quality of 
the report 

 

Enclosure: Yes (attached)   

s9(2)(k)

s9(2)(g)(ii)
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Treasury Report: Treasury Report: Crown Irrigation - Kurow Duntroon 

Purpose of Report 

1. The purpose of this report is to follow up on shareholding Ministers’ earlier request of 
Crown Irrigation Investments Ltd (CIIL) to explore alternatives for scaling back the 
Kurow Duntroon irrigation scheme.  This request was included in the Letter of 
Expectations (LOE) which was recently sent to CIIL by the Minister of Finance and the 
Minister of Agriculture as shareholding Ministers in CIIL.  

Background 

2. On 5 April 2018 the Government announced that it would begin winding down 
investment in large scale irrigation through CIIL. 

3. The Kurow Duntroon Irrigation Company (KDIC) operates an irrigation scheme located 
in South Canterbury. CIIL is considering a $35m loan to the company for replacement 
and expansionary works. Further details on the scheme are attached in Appendix 1. 

4. The KDIC scheme is one of two which Ministers recently supported CIIL attempting to 
reach financial close by 15 December 2018.  

5. On 23 April 2018 shareholding Ministers set out their expectations for CIIL for 2018/19 
in a Letter of Expectations (LOE) to the company, including the following: 

“Provide advice on the alternatives for scaling back the Kurow Duntroon scheme 
or limiting the scheme to replacement of open channel irrigation with pipes and 
supporting the reduction of takes from tributary streams.” 

6. On 1 May 2018 a response from Debbie Birch, the Chair of CIIL, was received.  CIIL 
concluded that there were no feasible alternatives to scaling back the scheme.   

No Feasible Alternatives Identified 

7. In reaching the conclusion that no feasible alternatives exist, CIIL made the following 
points in its response: 

• “Kurow Duntroon issued an Information Memorandum (IM) to raise equity to part fund a 
replacement of the existing infrastructure with a modern piped system that meets 
current environmental expectations. 

 
• 

 
• 

 

s9(2)(b)(ii).
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• Given the advanced status of the project, attempting to scale-back the project would 
result in material delays and additional cost.” 

The Treasury and MPI’s View 

8. The Treasury and the Ministry for Primary Industries (MPI) have reviewed CIIL’s reply 
and note that: 

i. CIIL appears to have undertaken reasonable steps to explore alternatives; and,  

ii. There appears to be no feasible alternatives and we have no reason to doubt CIIL’s 
conclusion in this regard. 

Next Steps 

9. CIIL and KDIC will continue to pursue financial close. CIIL anticipates it will be able to 
provide the business case to officials later in June 2018 and, if the board of CIIL and 
Shareholders approve, financial close would likely follow in late July. 

10. We recommend Ministers agree to send the attached letter to CIIL acknowledging 
CIIL’s response and indicating that Ministers have no objection to CIIL continuing to 
pursue financial close with KDIC subject to reaching financial close no later than 15 
December as previously indicated by Ministers. 

Consultation  

11. MPI has been consulted in the preparation of this report.  

20220301 TOIA Binder Item 1
Page 3 of 26



 

 

 

Recommended Action 

We recommend that you: 
 
a. note that CIIL has investigated alternatives for scaling back the Kurow Duntroon scheme 

or limiting the scheme to replacement of open channel irrigation with pipes;  
 

b. note that CIIL found that no feasible alternatives exist; 
 

c. agree that the Minister of Agriculture, on behalf of shareholding Ministers, sign and send 
the attached letter to the Chair of CIIL acknowledging receipt of CIIL’s letter of 1 May 
2018 and indicating that Ministers have no objection to CIIL continuing to pursue financial 
close with the Kurow Duntroon scheme subject to the deadline of 15 December.  

 
 
 
 
 
 Agree/disagree.     Agree/disagree 

Minister of Finance    Minister of Agriculture 
 
 
 
 
Matthew Appleby 
Acting Manager, Commercial Operations - Governance and Performance 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
Hon Damien O’Connor 
Minister of Agriculture 
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Appendix 1 – Kurow Duntroon Background Information     

 
Project sponsor • Kurow Duntroon Irrigation Company (KDIC) 
Project funders • CIIL  

• Farmer equity 
Crown support • Development grant funding, $392k paid to date 

• Development grant funding contract currently in place, $215k 
funding remaining 

• CIIL engaging with the scheme in relation to concessionary 
financing (~$35m loan from CIIL to KDIC) 

Geographic location  • North Otago / South Canterbury 
Size of irrigable area • 5,000 ha 
Land use • Dairy, Arable Cropping, Sheep and Beef 
Project summary • Replacement and expansion of existing infrastructure and 

increasing project capacity from 2,000 ha to 5,000 ha 
• Infrastructure will consist of a new siphon and a series of 

distribution pipes and pumps 
• Revised target financial close July 2018 

Socio-economic 
benefits 

• Supports local economy resilience 

Environmental benefits • Reduced irrigation takes from tributaries 
• Supports continued move to more efficient water utilisation 

 
• The project currently comprises approximately 56 shareholders who irrigate 

approximately 2,000 ha. The existing infrastructure is degraded and was built by the 
Ministry of Works in 1965. 
 

• The current network leaks and does not meet current environmental expectations for 
irrigation infrastructure. 
 

• The scheme will be built to provide an additional 3,000 ha of supply. 

 
 
• Bringing this 3,000 ha into the project:  

 
• Is not expected to change the land use or the environmental impact across 

the additional 3,000 ha as this land is already receiving water.  
• Will have positive environmental effects, as these farmers will be migrated 

from scarce ground water and tributary surface water sources to the 
mainstream Waitaki river. 

 
 

s9(2)(b)(ii).
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Ms Debbie Birch 
Chair 
Crown Irrigation Investments Ltd 
PO Box 5177 
Wellington 6145 
 
 
Dear Ms Birch 
 
ALTERNATIVES FOR SCALING BACK THE KUROW DUNTROON SCHEME 
 
Thank you for your letter dated 1 May 2018. I acknowledge that Crown Irrigation Investments 
Ltd (CIIL) has investigated alternatives to scale back or limit the Kurow Duntroon scheme to 
replacement of open channel irrigation with pipes and that the company concludes that no 
feasible alternatives exist.  
 
Shareholding Ministers have no objection to CIIL continuing to pursue potential financial 
close with the scheme subject to reaching financial close no later than 15 December 2018. 
 
We expect CIIL will continue to engage with the Treasury and the Ministry of Primary 
Industries on this and other relevant matters. 
 
  
Yours sincerely 
 
 
 
 
 
Hon Damien O’Connor 
Minister of Agriculture 
on behalf of shareholding Ministers 
 
 
cc: Mr Murray Gribben, CEO, Crown Irrigation Investments Ltd 
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1 May 2018 
 
 
Hon Grant Robertson 
Minister of Finance 
Parliament Buildings 
Wellington 
 
Hon Damien O’Connor 
Minister of Agriculture 
Parliament Buildings 
Wellington 
 
 
Dear Ministers 
 
Thank you for your letter dated 23 April 2018. The Board of Crown Irrigation Investments Limited 
(CIIL) notes 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 Board notes that the total funding available to be drawn for Kurow Duntroon and Waimea is $69.4 
million of construction funding and $4.2 million of development funding. The Board will continue to 
manage its ongoing operating expenses prudently.  
 
In your letter you also requested that CIIL provide further information on Kurow Duntroon. Specifically, 
alternatives that involve a scaled-back scheme for Kurow Duntroon.  
 
Kurow Duntroon 
 
An overview of the Kurow Duntroon project is attached as Appendix 1.  
 
We also thought it useful to clarify the nature of the existing agricultural and irrigation activity in the 
catchment, and the impact of the upgrade project on this. 

• The project currently comprises approximately 56 shareholders who irrigate approximately 
2,000 ha. The existing infrastructure is degraded and primarily comprises open races built by 
the Ministry of Works in 1965. 

• The current race network leaks and does not meet current environmental expectations for 
irrigation infrastructure. 

• Kurow Duntroon released an Information Memorandum (IM) to part fund a replacement of the 
existing infrastructure with a modern piped system that meets current environmental 
expectations. 

• Based on the outcome of the IM, the infrastructure will be built to provide an additional 3,000 
ha of supply.  s9(2)(b)(ii).
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• Bringing this 3,000 ha into the project: 

- Is not expected to change the land use or the environmental impact across the 
additional 3,000 ha as this land is already receiving water. 

- Will have positive environmental effects, as these farmers will be migrated from scarce 
ground water and tributary surface water sources to the mainstream Waitaki river. 

Options for scaling-back the Project 
 
CIIL has engaged with KDIC in relation to the potential to scale-back the project. There is no realistic 
potential to scale-back the project for the following reasons: 

•  Kurow Duntroon issued an IM to raise equity for the project and received valid applications as 
noted above.  

 

• 

•  Given the advanced status of the project, attempting to scale-back the project would result in 
material delays and additional cost. 

 
Please let me know if you have any further queries or would like any further information regarding 
Kurow Duntroon. CIIL will continue to work towards financial close on the basis of the current 
infrastructure design. The Board expects to consider and formally approve this transaction in the 
coming months. Following this, CIIL will seek shareholder approval.  
 
The Board will consider the operational and wind-down implications for CIIL and will make the 
necessary operational decisions. The Board will also work with officials in considering options for how 
CIIL’s investments might be best managed over their tenure (15 years).  
 
The Board look forward to receiving CIIL’s Letter of Expectations in due course.  
 
 
 
 
 
 
Yours sincerely 
 

 
Debbie Birch 
Chair 
Crown Irrigation Investments Limited 
 
 
 
 
 
 

s9(2)(b)(ii).

s9(2)(b)(ii).

s9(2)(b)(ii).

s9(2)(a)
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Appendix 1: Kurow Duntroon Background Information 
 

Kurow Duntroon 

Project sponsor 
 

 Kurow Duntroon Irrigation Company  

Project funders  CIIL 

 Farmer equity  

Crown support  Development grant funding, $392k paid to date 

 Development grant funding contract currently in place, $215k funding remaining  

 CIIL engaging with KDIC in relation to concessionary financing  

Phase 
 

 Phase 5: Project commitment  

Geographic location 
 

 North Otago / South Canterbury  

Size of irrigable area 
 

 5,000 ha 

Land use  
 

 Dairy, Arable Cropping, Sheep and Beef 

Project summary   Proposed project involves replacement and expansion of existing infrastructure 
and increasing project capacity from 2,000 ha to 5,000 ha 

 Infrastructure will consist of a new siphon and a series of distribution pipes and 
pumps 

 Target financial close Q4 2017 / Q1 2018 

Socio-economic 
benefits 

 Insures significant local economy resilience 

Environmental 
benefits 

 Reduced irrigation takes from tributaries  

 Supports continued move to more efficient water utilisation   
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Treasury:3968464v2  

Treasury Report:  Crown Irrigation: Kurow Duntroon Scheme Investment 

Date: 24 October 2018 Report No: T2018/1603 

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

Action Sought 

 Action Sought Deadline 

Minister of Finance  

(Hon Grant Robertson) 

Agree to recommendations Tuesday, 30 October 2018 

Minister of Agriculture  

(Hon Damien O'Connor) 

Agree to recommendations Tuesday, 30 October 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Jean-Marc Petit Analyst - Commercial 
Operations 

n/a 

(mob) 

 

Matthew Appleby Acting Manager – 
Commercial Operations 

 

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

Sign and return the report to Treasury.  

Note: Approval by Ministers is sought by Tuesday, 30 October in order for the call on capital to be paid to 
Crown Irrigation by 31 October. 

 

 

Note any 
feedback on 
the quality of 
the report 

 
 

 
Enclosure: Yes (attached) 
 Notice of call on shares - 11 October 2018 (Treasury:4023458v1) 
 Board resolution to make call on shares - 11 October 2018 (Treasury:4023457v1)

s9(2)(k)

s9(2)(g)(ii)
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Treasury Report: Crown Irrigation: Kurow Duntroon Scheme 
Investment 

Executive Summary 

The purpose of this report is to seek approval from shareholding Ministers for Crown 
Irrigation Investments Ltd (CIIL) to provide financing of $34.4m plus capitalised interest and 
fees for the Kurow-Duntroon Irrigation Company (KDIC) Infrastructure Upgrade Project (the 
Project). 

On 11 October 2018, the Board of CIIL approved a proposal for CIIL to invest in KDIC.  The 
investment is in the form of a $34.4m plus capitalised interest and fees senior debt facility to 
the project. Final investment approval is required by shareholding Ministers. 

Subject to Ministers approving the investment, shareholding Ministers are also asked to 
approve a call on capital from CIIL for $30.0m to facilitate the first eight months of costs 
relating to the KDIC construction. 

The KDIC Project has a planned total cost of $44.1m and CIIL would provide up to $34.4m 
plus capitalised interest and fees in a first-ranking senior debt facility. The Waitaki District 
Council (WDC) would provide a subordinated loan of $3.0m and equity of $6.7m would be 
required from the local farmers who would use the irrigation scheme.  

KDIC currently operates a community-based irrigation scheme along the Waitaki River in 
North-Otago, irrigating ~2,000 hectares of land. Originally constructed by the Ministry of 
Works in 1965, the existing infrastructure requires upgrading to meet Environment 
Canterbury (ECan) resource consent conditions and to provide an alternative 
environmentally sustainable replacement water source. 

In March 2018, Cabinet approved the wind down of Crown Irrigation (DEV-18-SUB-0049) 
while allowing CIIL to continue evaluating the merit of investment in the Kurow Duntroon 
scheme. This is subject to CIIL’s normal investment protocol, including Board and 
shareholder approval and must be concluded by no later than 15 December 2018. 
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Recommended Action 

We recommend that you: 
 
a agree to Crown Irrigation Investments Limited (CIIL) providing financing of up to $34.4 

million plus capitalised interest and fees for the Kurow-Duntroon Irrigation Company 
(KDIC) Infrastructure Upgrade Project (Project). 

 
 
 
 Agree/disagree       Agree/disagree 
 Minister of Finance       Minister of Agriculture 
 
 
 
b agree to Crown Irrigation Investment’s Call on Capital of $30.0m.  
 
 
 
 Agree/disagree       Agree/disagree 
 Minister of Finance       Minister of Agriculture 
 
 
 
 
 
Matthew Appleby 
Acting Manager – Commercial Operations 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
Hon Damien O’Connor 
Minister of Agriculture

20220301 TOIA Binder Item 3
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Treasury Report:  Crown Irrigation: Kurow Duntroon Scheme  
Investment 

Purpose of Report 

1. The purpose of this report is to seek approval from shareholding Ministers for Crown 
Irrigation Investments Ltd (CIIL) to provide financing of up to $34.4m plus capitalised 
interest and fees for the Kurow-Duntroon Irrigation Company (KDIC) Infrastructure 
Upgrade Project (the Project). 

2. Ministers are also requested to approve a Call on Capital of $30.0m to fund the first 
eight months of capital requirements. 

CIIL’s Purpose and Mandate 

3. Established in July 2013, CIIL’s purpose as per its constitution is: 

a. To enable the development and construction of off farm regional infrastructure 
where the company identifies scheme proposals that have the potential to generate 
long term economic benefits from irrigation for New Zealand.  

4. CIIL’s mandate drives fiscal effectiveness and risk management by: 

a. Seeking to avoid investing in a project where alternative investment is available to 
the scheme on substantially similar terms, 

b. Not seeking a controlling interest in the project, 

c. Seeking to exit its investments in the project as the project becomes commercially 
viable: 

5. Based on the above purpose and mandate, the Treasury considers that there are 
several key questions to be considered when evaluating irrigation schemes for 
potential investment: 

Question Outcome  

Could the private sector fund this 
project without the need for CIIL 
capital? 

Unlikely - CIIL is comfortable alternative investment on 
concessionary terms is not available.  

Do the terms provide CIIL with a 
controlling interest in KDIC? 

No - CIIL proposes involvement as a senior lender to KDIC 
only.  

CIIL have noted that equity is not appropriate in a 
cooperative structure, and is inconsistent with CIIL’s 
investment mandate. 

Has CIIL achieved as close to market / 
commercial terms as is reasonably 
feasible? 

Yes - CIIL consider that other than interest rate and tenor all 
other terms are on market. 

Is the resulting risk profile of the facility 
acceptable (in respect of achieving 
return of capital, in the context of the 
Facility’s place in the capital structure 

Yes – As senior lender, CIIL has a repayment priority over 
other funders.  

Repayment risk has been managed to best ensure KDIC’s 
ability to service the interest payments and meet its 

20220301 TOIA Binder Item 3
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of the Project)? obligations under the financing documentation. 

 

Overall, does the expected level of 
economic cost to CIIL, and the risk 
profile, justify the expected economic 
benefit from CIIL’s investment? 

Yes - The incremental economic benefits from CIIL providing 
concessionary financing to KDIC are likely to exceed any net 
economic cost incurred by the Crown. 

6. In March 2018, Cabinet approved the wind down of Crown Irrigation (DEV-18-SUB-
0049) while allowing CIIL to continue evaluating the merit of investment in the Kurow 
Duntroon (and Waimea) irrigation schemes. This is subject to CIIL’s normal investment 
protocol, including Board and shareholder approval and must be concluded by no later 
than 15 December 2018. 

Background on Kurow-Duntroon 

7. KDIC operates a community-based irrigation scheme along the Waitaki River in North-
Otago, currently irrigating approximately 2,000 hectares of land through a combination 
of border dykes and spray irrigation. 

8. With the infrastructure originally constructed by the Ministry of Works in 1965, KDIC 
has owned and operated the scheme as a farmer-owned entity since its purchase from 
the Ministry of Works in 1989. KDIC’s motivation for upgrading the scheme: 

a. The existing infrastructure requires upgrading - it is in poor condition and water is 
lost via leakage and evaporation from the open headrace; 

b. To meet Environment Canterbury (ECan) resource consent conditions; and 

c. To provide an alternative, environmentally sustainable replacement water source for 
independent irrigators who currently irrigate from tributary waterways. 

9. The Kurow Duntroon scheme seeks to upgrade and expand the existing open canal 
scheme with a fully piped system capable of expanding irrigation capacity by 
approximately 2.5 times from its existing 1,986ha to 5,500 ha.  

10. 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. Farmers will be migrated from scarce ground water 
and tributary surface water sources to the mainstream Waitaki river. The water supply 
comprises consented takes from the Waitaki dam and river together with additional 
supply from the existing McKenzie Irrigation Company. 

Analysis 

11. The Kurow-Duntroon scheme has an expected total construction price of $45.3m of 
which CIIL will fund $34.4m plus capitalised interest and fees. The table below depicts 
the breakdown of funds. 

s9(2)(b)(ii).
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12. Funds will come from three different parties; CIIL, Waitaki District Council (WDC) and 
Equity from the irrigators. The table below depicts the breakdown of the source of 
funds.  

Source of Funds Price ($m) 

Crown Irrigation (CIIL) Debt 34.4 

Waitaki District Council (WDC) debt 3.0 

Irrigator Equity (e.g. farmers)  6.7 

Total Source of Funds 44.1  

 

13. CIIL will provide funding across 2 separate funding facilities, Facility A and Facility B. 
The table below depicts the breakdown and details of each facility. 

Term Facility A Facility B 

Facility Limit $30.6m $3.8m 

Drawdowns During construction period once Facility 
B is fully drawn. 

During construction period. 

Maturity  The earlier of: 

- 15 years from Financial Close; and  

60 months (5 years) from Financial 
Close. 

Interest rate Base Rate plus Margin1 Interest free 

Repayment 35 year repayment profile 

Amortising, commencing on the date 
that is the second anniversary of 
Scheduled Practical Completion. 

Non-amortising 

Full repayment of outstanding amounts 
on the Maturity Date 

Security First ranking rights over all assets, undertakings and real property interests 

 

14. Mechanisms have been included that require KDIC to seek a full refinance of CIIL’s 
outstanding balance every 5 years. 

 

15. Facility B has been provided to part fund the environmental benefits of the Project. This 
is provided as a zero-interest rate loan that matures after five years. Upon maturity, the 
balance is transferred to Facility A.  

16. In terms of structuring, CIIL has sought to: 

 
1 The Base Rate and Margin are both calculated based on the historical rate five days prior to the target financial 
close. Therefore the exact rate cannot be provided at the time of writing.  

s9(2)(b)(ii).

s9(2)(b)(ii) and s9(2)(i)

s9(2)(b)(ii) and s9(2)(i)
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a. Achieve market terms for a senior project finance facility, other than tenor and 
interest rate. 

b. Share some upside with KDIC. This aligns KDIC’s interests with CIIL’s in achieving 
as higher level of uptake as possible. This helps mitigate CIIL’s repayment risk. 

c. Require KDIC to appoint an independent expert to determine whether the scheme 
can support a market rate facility to refinance CIIL’s position, and if so require them 
to do so.  

d. Require a significant amount of equity to the Project prior to CIIL funding being 
drawn.  

17. Revenue and repayment from the scheme is made via the irrigators through a co-
operative approach. A water charge is set each year on a cost recovery basis to cover 
operating and finance costs. Each irrigator pays the same water charge per share 
regardless of water use on a take or pay basis, except a separate charge is levied for 
electricity usage. 

18. CIIL will fund $34.4m plus capitalised interest and fees. The value of the capitalised 
interest that KDIC will repay is approximately $1.1m.  

Economic Benefits 

19. Based on CIIL’s analysis, the incremental economic benefits from CIIL providing 
concessionary financing to KDIC are likely to exceed any net economic cost incurred 
by the Crown. 

20. The potential economic benefits include: 

a. On-going technology advancement to improve the productivity of more marginal 
irrigated land;  

b. Real commodity price improvements from a growing world population and climate 
change, improving the viability of utilising more marginal land with irrigation; 

c. The scheme providing for a more resilient local community; 

d. More irrigation relative to the counterfactual where farmers are forced to ‘go it alone’ 
with: 

i tighter environmental regulations limiting and reducing access to historical 
water sources, relative to the current environment; and 

ii higher costs for many farmers, due to lack of scale (resulting in some 
becoming unviable). 

Environmental Benefit 

21. There will be very little in the way of “new” irrigation development with the scheme’s 
upgrade and expansion.  Most of the farms are already irrigating, and they will be able 
to continue to do so in a more efficient and effective way – producing “more crop per 
drop.”  There are no known conversions to dairy farming occurring under the 
expansion. 
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22. The existing infrastructure is inefficient and the measured loss of water between the 
existing Dam and paddocks exceeds acceptable levels. The KDIC project is expected 
to address these inefficiencies and provide a number of positive environmental 
outcomes for the region. 

23. Water will be delivered to farmers on-demand which will enable them to irrigate more 
efficiently and move away from border dyking. Water will be available when they need 
it, when soil moisture is low, rather than having to water on a rostered basis. 

24. These irrigators will be able to receive almost 100% reliable water from the scheme, 
whereas up until now their reliability from tributaries has been quite low as they 
naturally run dry in the middle or summer. The transition to reliable irrigation water from 
the scheme will significantly reduce the amount of water coming out of the tributaries 
for irrigation, which is expected to have significant environmental benefits. 

25. All irrigators will be required to operate externally-audited Farm Environment 
Management Plans (FEMP’s). These will require them to continually assess and 
improve their practices, actively manage environmental issues and the scheme will 
undertake extensive water quality monitoring.  

Call on Capital 

26. At the CIIL Board meeting on 11 October 2018, the Board resolved to call $30m in 
capital in order to fund the majority of CIIL’s proposed obligations to KDIC. The formal 
notice of call on shares to shareholding Ministers is attached to this report. The call is 
made in accordance with clauses 8.2 and 11 and the First Schedule of CIIL’s 
constitution, and as approved by Board resolution. 

27. With respect to this call: 

a. $16m to be funded on Financial close (to cover the cost of the pipe order); 

b. $14m is to cover anticipated drawdowns over the first eight months of the eleven-
month construction period as well as a contingency allowances. 

28. KDIC are able to request funds from CIIL as and when required based on works 
completed. Given CIIL has no other source of liquidity, the Directors consider it prudent 
to hold sufficient funds for the forecast funding requirements for the first six months of 
the expected drawdowns under their debt facility with KDIC. 

29. The making of the call is not considered a ‘major transaction’ as defined in section 129 
of the Companies Act 1993. Accordingly it does not require shareholder approval via a 
special resolution.  

Conditions Precedent 

30. Assuming that shareholding Ministers provide approval to invest, there are a number of 
agreements which CIIL will formally enter into. The full list of conditions precedent to 
CIIL entering into financing documentation are detailed below are detailed below. 

CONDITIONS PRECEDENT TO THE FACILITY  STATUS 

EQUITY 

• Evidence that shareholders have subscribed for at 

least 1,950 additional shares in KDIC at the share 

price of $3,250. 

• 1,950 applications received. Shares issued 

on 18 October 2018 . 

• Majority of Water Supply Agreements and 
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• All shareholders have unconditionally entered into 

Water Supply Agreements, Easement Agreements 

and Encumbrance Agreements (in form and 

substance satisfactory to the Lender), and all 

encumbrances registered. 

• Evidence that KDIC has levied an additional capital 

charge on existing shareholders of $600 per share. 

Encumbrance Agreements executed.  

• Certified copy of KDIC constitution.  • Constitution in agreed form.  

• KDIC’s legal counsel to provide a certified 

copy prior to financial close.  

PROJECT DOCUMENTS 

• Copies of Project Documents, including: 

o Water Supply Agreement; 

o Meridian Land Access Agreement; and 

o Other material land access agreements. 

• Water Supply Agreement in agreed form.; 

and  

• Meridian Licence Agreement in agreed 

form.  

• Copy of construction contract. • Construction Contract largely in agreed 

form. A small number of residual matters 

under negotiation.  

FINANCE DOCUMENTS 

• Duly executed counterparts of each Finance 

Document signed by all parties. 

• Finance documents are close to agreed 
form. 

DUE DILIGENCE (DD) REPORTS 

• Technical, legal, tax, financial model; 

• Insurance Strategy Report from Crombie Lockwood, 

with an attached reliance letter; 

• If required, economic benefits and irrigator 

affordability; and 

• Any other due diligence required by the Lender. 

• Draft technical DD report received and 

reviewed. Majority of points closed out.  

CIIL is awaiting revised (final) report, to be 

received prior to financial close. 

• Legal DD mostly completed. 

• Financial model and tax audit underway, to 

be completed prior to financial close.  

• Initial Insurance Strategy Report received. 

CIIL consider this to be satisfactory. 

• Irrigator affordability analysis complete. 

AUTHORISATIONS AND CONSENTS 

• Confirmation from the Independent Technical Expert 

that it considers that the terms and conditions of such 

Authorisations delivered above are appropriate and 

commercially viable. 

• Mostly completed. 

LAND ACCESS 

• Evidence that all material land access rights to land 

needed for the Project have been acquired (prior to 

Financial Close). Lender and Borrower to agree which 

land access rights are material. 

• Lender satisfaction with KDIC strategy for obtaining 

non-core land post Financial Close. 

• Majority of land access agreements in 

agreed form.  

• Confirmation that rights to all land will be free from any 

defect that would adversely impact commercial 

viability of the Project or its financing (including any 

• In progress. 
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impact on the ability for KDIC to grant a mortgage, the 

ability for KDIC to use the land for the purpose of the 

Project, or any potential for alienation of the land). 

INSURANCE 

• Evidence that satisfactory insurance arrangements 

effected in accordance with the Finance Documents 

are in place. 

• All insurance will be placed prior to the 

project reaching financial close.   

SECURITY  

• Copies of all security documentation and registration 

of all security interests as appropriate. 

• To be registered prior to financial close.   

OTHER 

• Receipt of and satisfaction with the Financial Model. • In progress. 

• Director’s certificate. • Will be progressed closer to financial close.  

• Satisfactory results of searches. • Will be progressed closer to financial close. 

• Legal opinions. • Will be progressed closer to financial close. 

• No material adverse change. • Will be progressed closer to financial close. 

• Payment of all expenses owing to CIIL. • Will be progressed closer to financial close. 

• Any other conditions as identified from the due 

diligence process prior to the date of signing the 

Finance Documents. 

• As required 

31. Shareholding Ministers should note that finance documentation will only be finalised 
and entered into following satisfaction of all conditions precedent detailed above 

The Ministry for Primary Industries’ View 

32. The Ministry for Primary Industries (MPI) have been consulted in the writing of this 
report and agree with the views expressed by the Treasury. 

33. MPI, notes that the $34.4m required for construction constitutes a significant proportion 
of the remaining construction appropriation available to CIIL to fund the construction of 
Kurow-Duntroon and Waimea Dam. MPI believes it prudent for the Treasury to 
continue discussions regarding potential funding implications with CIIL. 

The Treasury’s View 

34. The Treasury believes that CIIL has identified a regional irrigation infrastructure 
investments which satisfies CIIL’s mandate and purpose.  

35. From regular engagement with the Board and Management of CIIL, the Treasury is 
confident that all appropriate due diligence has been undertaken.  

36. From Treasury’s assessment of the business case, it is accurate and provides 
sufficient rationale for the Board of CIIL to approve the investment.  

37. The Treasury recommends that shareholding Ministers approve and allow the 
investment in Kurow-Duntroon and the associated call on capital for $30.0m. 

20220301 TOIA Binder Item 3
Page 19 of 26



 

T2018/1603 : Treasury Report: Crown Irrigation: Kurow Duntroon Scheme Investment Page 11 

 

Appendix 1: Due Diligence 

 

Due Diligence Providers Description 
Regulatory/legal 
• Construction 

• Land 

• Consenting 

• Water Supply 
Agreements 
(WSA) and 
encumbrances 

• Equity 

Chapman Tripp (for CIIL), with 
reliance on work performed by 
Berry and Co and Tavendale 
Partners (KDIC counsel) for lower 
complexity work to manage costs. 
 
Output: 
• Report from Chapman Tripp. 

• Confirmation letter from Berry 
& Co  

 

Chapman Tripp 
• Review and assist in negotiation of 

key project documents (pro-forma 
water supply agreement, pro-forma 
and bespoke land access 
agreements, design and 
construction agreement, 
encumbrance agreement, etc). 

• Review consenting status. 

• Review other legal risks. 

Berry & Co 
• Confirm all water supply 

agreements, farmer encumbrances 
and land access agreements are in 
place using the pro-forma 
templates. 

• Confirm other matters in respect of 
individual water supply agreements 
and land access agreements (e.g. 
no title defects, etc) 

Technical due 
diligence 

Stantec (formerly MWH) acting as 
Independent Technical Expert 
(ITE) for CIIL and prepared the 
technical due diligence report. Will 
continue role during construction. 
 
Output:  
Technical DD report 

• Contractor track record, capability 
and capacity. 

• Design alignment with technical 
standards / principals’ 
requirements. 

• Contractor replacement analysis. 

• Consenting and water supply. 

Insurance due 
diligence 

Crombie Lockwood has provided 
insurance due diligence report to 
CIIL’s scope, with reliance for 
CIIL. 
 
Output: 
• Insurance report.  

• Letter from insurance broker 
confirming insurance 
placement. 

 

• Assess insurable / uninsurable 
risks. 

• Insurance terms are appropriate 
and align with facility agreement 
requirements. 

• Insurance should reasonably 
comatntinue to be available. 

Tax due diligence Crowe Howarth as KDIC 
accountants provided tax due 
diligence report to CIIL scope, 
with reliance for CIIL. 
 
Output: 
Tax DD report. 

• Tax treatment in financial model 
aligns with tax rules. 

• No other tax issues. 

Financial model 
due diligence 

Northington Partners completed 
independent financial model audit 
for CIIL and provided an opinion. 
 
Output: 

• Financial model is arithmetically 
correct. 

• Financial model is consistent with 
relevant sections of finance and 
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Financial model DD report  project documentation. 

On-farm 
economics 

Earlier MacFarlane Rural 
Business studies prepared for 
Central Plains Water and Hunter 
Downs Water adapted as the 
basis for on-farm economics due 
diligence. Carried out in-house as 
a core competency. 

• Understand farm affordability (to 
pay water charges). 

• Understand impact of dryland 
conversion on on-farm affordability. 

Demand Carried out in-house. CIIL have 
utilised a number of sources, 
including on-farm discussions with 
irrigators. 

• Assess potential for future demand 
for water. 

Operations CIIL management have reviewed 
KDIC’s key operating tasks and 
the associated budget. Stantec 
has provided an opinion on the 
long-term maintenance schedule 
and budgeted cost. Comparisons 
drawn to other schemes. 

• Operating plan is appropriate and 
all core functions included in 
budget. 

• Repairs and maintenance are 
adequately budgeted for to maintain 
scheme. 

Construction 
contractor DD 

CIIL management has carried out 
high-level financial due diligence 
on the contractor. 

• Financial capacity of MENZ to 
complete the construction of the 
project. 
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Appendix 2: Scheme Overview 

Project sponsor • Kurow Duntroon Irrigation Company (KDIC) 
Project funders • CIIL  

• Farmer equity 
Crown support • Development grant funding, $630k paid to date 

• Development grant funding contract currently in place, 
$1.37m funding remaining 

• CIIL engaging with the scheme in relation to concessionary 
financing (~$34.4m loan from CIIL to KDIC) 

Geographic location  • North Otago / South Canterbury 
Size of irrigable area • 5,500 ha 
Land use • Dairy, Arable Cropping, Sheep and Beef 
Project summary • Replacement and expansion of existing infrastructure and 

increasing project capacity from 2,000 ha to 5,500 ha 
• Infrastructure will consist of a new siphon and a series of 

distribution pipes and pumps 
• Revised target financial close 2 November 2018 

Socio-economic 
benefits 

• Supports local economy resilience 

Environmental benefits • Reduced irrigation takes from tributaries 
• Supports continued move to more efficient water utilisation 
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Appendix 3: Scheme Location 
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CROWN IRRIGATION INVESTMENTS LIMITED 
(Company) 

 
NOTICE OF CALL ON SHARES 

 
 
DATED: 11 October 2018 
 
TO:   Hon Grant Robertson 
  Minister of Finance 

Parliament Buildings 
Wellington 
 
Hon Damien O’Connor 
Minister of Agriculture 
Parliament Buildings 
Wellington 

 
NOTICE: 
 
In accordance with clauses 8.2 and 11 and the First Schedule of the Company’s constitution, and 
as approved in the attached Board resolution, the Company hereby gives notice of a call of $1.00 
per ordinary share on 30,000,000 of the ordinary shares on issue, payable as follows: 
 
a) Total amount of call: $30,000,000 
 
b) Place of payment: the bank account of the Company with Bank of New 

Zealand at Riccarton Branch, 81 Riccarton Road, Riccarton, 
Christchurch. 

 
c) Time of payment: by 31 October 2018 

 

d) Account for payment: Crown Irrigation Investments Limited 
  BNZ 
   
 
 
ON BEHALF OF THE BOARD: 
 

 
Debbie Birch 
Chair 
 

 

s9(2)(a)

s9(2)(i)
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