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Introduction

1.

My name is Timothy Cameron Wells.

| am a financial services professional currently employed by ANZ Bank New Zealand Ltd as
Relationship Manager for farming customers in Canterbury and am also company director of
Waimakariri Irrigation Ltd (WIL) and my family farming business Carleton Dairies Ltd. | hold a
Bachelor of Commerce in Agribusiness and Post Graduate Certificate in Commerce from
Lincoln University. | have over 17 years financial services industry experience with ANZ,
Standard & Poor’s Ratings Services (London & Melbourne) and ASB Bank. My position at ASB
had a focus on the financing of irrigation schemes and most of my career has specialised in

agriculture finance. | am also a current member of the Institute of Directors.

| have a strong understanding of agriculture, corporate finance, economics and management
of water resources. | am very familiar with the Waimakariri Irrigation scheme and groundwater
resources in the Waimakariri district. | have studied the economic and social benefits and
environmental impact of the scheme that was commissioned 1999 in both high school and
university projects. Our inter-generational family farming business utilises both groundwater
and WIL water. | have been responsible for managing the consenting process for our
groundwater resource including preparing resource consent applications and Assessment of

Environmental Effects.

I’'m actively involved in the local community and am a keen sportsman that competes in local
triathlon, multisport and running events. | have played cricket and rugby for local clubs in Oxford

and am currently coaching the Oxford Division 1 Rugby team.

Carleton Dairies Ltd (CDL) is a 450ha family dairy farming business 6km South East of Oxford
township owned by the Wells family. The property was converted to a dairy farm from sheep
and cropping in 2008. The Wells family have been farming this property since 1950 and have
been farming in the district since the late 1800’s. The current property has been irrigated from
groundwater since the 1960’s and became a shareholder Waimakariri Irrigation Ltd (WIL) in

1997. CDL also leases another 120ha nearby and owns a 15ha support block at Cust.

All my family members are actively involved in the running of the farm business and my brother
Phil Wells is the dairy farm manager and sister Julie Wells is a director of CDL and farm
business manager. My parents Kevin and Helen are also directors of CDL and live on the

property.

CDL (submitter ID PC7-273) provided a submission on proposed plan change 7 of the
Canterbury Land and Water Regional Plan.
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Scope of Evidence

My evidence provides:

An overview of our farming operation and environmental compliance requirements;

The implications and effects of the proposed rule framework;

Insight into the financial vulnerability of farmers from effect of PC7 on farm valuations, debt

levels and financial viability.

6.0 - OUR FARMING OPERATION

6.1 As previously noted, Carleton Dairies Ltd (CDL) is a 450ha family dairy farming business 6km

South East of Oxford township owned by the Wells family. The property was converted to a
dairy farm from sheep and cropping in 2008. CDL also leases another 120ha nearby and owns
a 15ha support block at Cust. We employ eight full time equivalents and our annual Farm
Working Expenses are about $2.0m most of which gets spent in the Waimakariri District to

businesses in the agricultural service industry.

6.2 CDL has resource consents to take and use groundwater (CRC155618, CRC183360),

discharge dairy effluent (CRC15612) and land use for farming (CRC174943).

6.3 The irrigation system is 65% Waimakariri Irrigation Ltd water and 35% groundwater. The

groundwater resources also provide backup when Waimakariri River is on restrictions.

6.4 CDL supplies Synlait and is Lead With Pride™ certified CDL operates Good Management

Practice with equivalent of an ‘A’ Farm Environment Plan audit. We have invested in excess of

$1.0m over the last 5 years in the following sustainability initiatives.

Centre pivot development from Roto Rainer system to improve water efficiency and reduce
Nutrient loss

Soil moisture monitoring equipment and technology

Biodiversity projects and significant areas of native plantings

Planting of diverse pasture species such as Plantain to mitigate N leaching

Reducing nitrogen fertiliser inputs

Effluent system upgrade and extension
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7.0 —- EFFECT OF PC7

7.1 | am very concerned about the economic and social impact of the plan on the district, as it
currently stands it will impact on land values, viability of farms and mental health of farmers.

7.2 | am strongly supportive of catchment wide solutions — all farmers in Waimakariri are in this
together and not supportive on the very granular approach proposed by the Nitrate Priority Area,
Sub Areas and Run-off priority area that divides the district and creates winners and losers in the
community.

7.3 Farming in the district needs to remain viable so that farmers can continue to make infrastructure

and technology investments to improve environmental outcomes.

7.4 There is a lack of in-depth economic research into the effect of the proposed plan change.
Agriculture is a major contributor to the economic prosperity of the Waimakariri District in terms of
income from exports, direct employment and service industry. The proposed long-term restrictions
on farming will have a flow on effect to the wider community.

7.5 Limited evidence from hard data to support the thesis that the nitrate problem in the zone is being
caused by intensive agriculture under irrigation. According ECAN Technical Report No. R16/48
Oct 2016 “Average groundwater nitrate-N concentrations for Eyre and Cust subzones have not

been as high under WIL irrigation as they were in the early 1990s before the scheme began™?

7.6 Lack of long-term monitoring of water quality to clearly define the extent of water quality problems.
E.g. Regular monitoring of Silverstream has only been undertaken since 2008 but there are gaps

in the data.

7.7 Our own annual monitoring of bore (L35/1045) on our property indicates no adverse trends in
nitrate levels. Since dairy conversion in 2008 nitrates levels have remained well below drinking

water standards (11.3mg/l) and freshwater policy statement (6.9mg/l) thresholds.

L35/1045 Wrights Road - 44m deep
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by Hill Laboratories.
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7.8 The proposed Nitrogen loss reductions are based on a groundwater model that has a high level of
uncertainty and is not backed up by robust science and therefore should not be relied upon for

plan changes.

7.9 The proposed Nitrogen loss reductions in Table 8-9 beyond 2030 are potentially unachievable.

7.10  Dairy farms in the Nitrate Priority Area are being unfairly targeted with long-term Nitrate loss
reductions when there are many dairy farms around Carleton, Starvation Hill, Rangiora, Ohoka
that are in the run-off priority area that only need to meet GMP. These catchments include a lot of
swamp land that has been drained that feeds into drains and tributaries of water bodies in Nitrate
Priority Area (NPA) such as Cust River, Cust Main Drain and Eyre River. Farming activities,
nutrient run-off and leaching in these catchments will be affecting ground and surface water

quality outcomes downstream in the NPA.

7.1 Proposed winter grazing thresholds are unpractical and unfair as it restricts land use options
for low nitrate emission farms. Farmers need to feed stock alternative feeds to pasture over winter
due to limited grass growth. Forage crops are a suitable form of feed from an animal health and
systems stand point. The proposal to limit winter grazing to maximum of Sha for 100ha farms or
5% of area for larger farms encourages more productive land in the district to be subdivided into
lifestyle blocks and increases compliance (resource consent applications) costs for smaller

already uneconomic size farms.

8.0 FINANCIAL VULNERABILITY OF FARMERS

Negative effect on valuations and equity position

8.1 The slowdown in the Canterbury dairy farm market has been caused by a combination of
tightening environmental regulations, risks from mycoplasma bovis disease, restrictions on foreign
investment, tightening in bank credit appetite and lending criteria and lack of confidence in

financial performance of Fonterra.

8.2 The current Canterbury dairy farm property market is characterised by a very low volume of sales

and a disconnect between vendor price expectations and prospective purchaser offers.
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Cantarbury Dairy Market - Annual Sales Valumes

]

m

=

F

13
-1

o I I

L A 5

,.9-" ‘ ,e-"’ * S S 5 U g 4F
& ﬂ{ﬁ“‘@ﬁ"’@',‘.- *‘Js?‘ﬁ*ﬂ*“"’““

8.3 Colliers Canterbury Dairy Farm Market Index for their model 186ha dairy farm with centre pivot
irrigation from reliable groundwater has reduced 16.8% from the market peak in early 2015.4
Depending on factors such as the quality of the farm infrastructure, soils, irrigation water supply
and zone-specific environmental regulations market evidence indicates land values have fallen in

the range of 10 — 30% since early 2015.

8.4 The proposed long-term nutrient loss reductions for Waimakariri Nutrient Allocation Zone are

more severe than other zones and will likely result in significant further reduction in land values.

“The Canterbury Land and Water Plan has introduced the concept of Good Management Practice,
improving the environmental performance of many Canterbury dairy farmers. Smarter use of fertiliser,
winter cropping, increasing effluent areas and irrigation monitoring have all led to some positive gains

often at a low financial cost.

Dairy farmers within the Selwyn Waihora Nutrient Allocation Zone are required to reduce nitrogen loss
to water by 30 percent beyond Good Management Practice from 2022, whilst dairy farms within the
Hinds Hekeao Plains area of the Ashburton Nutrient Allocation Zone are required to progressively
reduce their discharge beyond Good Management Practice by 15 percent by 2025, 25 percent by 2030
and 36 percent by 2035, limited to an overall nitrogen loss floor off 20 kg N per hectare. Staged
reductions are also proposed in the Waimakariri Nutrient Allocation Zone with reductions of up to 90%

by 2080 in specific priority areas within the catchment.

Reductions beyond Good Management Practice may require a combination of reducing production and
farm infrastructure changes. The uncertainty of future production, together with the requirement for
additional on farm investment has limited the appeal of dairy farms within these areas. If future nutrient
reductions cannot be met, under a dairying land use, land use change to the next best alternate use
may be required for some farms. This would result in significant reduction in the value of the dairy

specific improvements and underlying land values if profitability were to be impacted.” *

Page 6 of 14





“It should be noted that the operative LWRP does not require operators to reduce losses to their
‘Baseline GMP’ until 1 July 2020, so many operators do not yet know what effect GMP will have on their
operations / production.

Further reduction targets beyond this level may necessitate land use change in the medium
term, and have a detrimental impact on the economic viability of farming operations in nitrogen

sensitive areas.” °

“The Canterbury dairy market is presently characterised by very low levels of liquidity, and reduced
buyer demand. This is largely a result of structural changes to the market (OIO rules, banking sector
regulations, increased environment restrictions). In this context, the main limiting factor of the subject
property is it's scale / weight of capital, which lies beyond the everyday market liquidity range (say $6.0
- $10.0m) and its locality outside of both the preferred Mid / Central Canterbury areas of Canterbury. In
addition, a number of dairy farm properties have been marketed across the Waimakariri Plains
this season, with none transacting at this point. We are aware of offer levels however which
provides a useful benchmark for assessing the value of the subject property, although. The
considerable uncertainty around changes to nutrient management rules via PC7 has restricted

both the dairy and irrigated farm market.>

Agriculture industry debt levels

e The Waimakariri Irrigation scheme was commissioned in 1999 and farmers have invested
heavily in farm infrastructure to maximise productivity from the irrigation water. This has
resulted in significant investment in dairy farming infrastructure, efficient spray irrigation, on
farm water storage and development of groundwater resources as back up to Waimakariri River
water.

e Because of the relatively modern irrigation systems and associated investment in farm
infrastructure debt levels in the Waimakariri District are considered to be above average.

e Total agriculture debt in New Zealand is $62.8 billion and has risen 270% in the past 20 years.®

(approximately same timeframe that WIL has been operating)

Agricultural industry bank debt 2003-2019

70

Dairy
farm
debt

£NZ Billion

Other agricultural debt

Serea: Reserve Bask of Niw Zealand
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Agriculture sector debt-to-income ratio
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e Inthe 2017-18 season dairy farmers on average had a debt-to-asset ratio of 50.7%. However
24% had a debt-to-asset ratio > 70% and 4% had a debt to asset ratio > 90%.°

e Agricultural sector credit growth has slowed significantly to the dairy and sheep and beef
sectors because of banking industry regulation, declining land values and perceived structural

risks to the dairy sector such as environmental regulation and climate change.
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e High debt levels in the agriculture sector leave farm businesses in Waimakariri district
financially vulnerable to severe long-term environmental restrictions on nutrient losses because
of decline in land values and weakening equity positions affecting access to capital from banks.

Financial viability and cash flow will also be affected by lower productivity from farms.
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Conclusions

CDL support a catchment wide approach for all farms in Waimakariri district. 15% reduction
for Dairy and 5% for all other below GMP by 2030. Remove long term reductions and delete
Table 8-9. Remove Nitrate Priority Area and sub-areas and Run-off priority Area from planning
maps. Any future reductions beyond 2030 should be based on the outcomes of water quality
monitoring undertaken up to 2030. Focus on practical solutions and environmental outcomes
through farm environment plan process such as irrigation efficiency and reliability, effluent
management, biodiversity and facilitating localised catchment management. (e.g. improved
riverbed and drain management to replace gorse, broom and willows with indigenous species).
CDL are supportive of the “WIL solutions package” particularly increased water quality
monitoring, manage aquifer recharge and targeted stream augmentation.

Manage aquifer recharge (MAR) has already been successfully trialled at Silverstream and WIL
has held consents to augment the groundwater surrounding the Eyre River since its inception.
CRC952571.1allows WIL to discharge Waimakariri water into the bed of the Eyre River at a
rate of up to 3 cubic metres per second. These initiatives can be expanded similar to
Hinds/Hekao MAR projects to mitigate water quality issues.

The current water quality monitoring regime undertaken by Environment Canterbury and
Waimakariri District Council is inadequate (i.e. low number of monitoring sites and gaps in data)
and there is a lack of evidence from hard data to support the proposed severe long-term nutrient
restrictions on farmers.

The proposed Nitrogen loss reductions are based on a groundwater model that has a high level
of uncertainty and is not backed up by robust science and therefore should not be relied upon
for plan changes and environmental regulation.

CDL is supportive of improved water quality outcomes in the Waimakariri zone and
environmental sustainability. We strongly oppose severe long-term restrictions on farming
activities and N-loss reductions below GMP driven ultimately by Overseer modelling which has
high variability.

We believe that winter grazing permitted activity rules that apply in other nutrient allocation
zones as per Plan Change 5 to the CLWRP 5.44A should be maintained and are fair and can

be practically implemented by farmers under existing farm management systems.

The area permitted for winter grazing under PC5 5.44A

10 hectares for property less than 100 hectares
10% of the area for property between 100 hectares and 1,000 hectares

100 hectares for any property greater than 1,000 hectares

Our evidence from registered valuation firms, and data from Reserve Bank and Ministry of
Primary industries shows that farmers in the Waimakariri district are financially vulnerable
because of high debt levels in dairy sector, decline in land values and weakening equity

positions affecting access to capital from banks. Farm businesses need to remain financially
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viable to make the necessary investment in infrastructure and farm systems to achieve
proposed N- loss reductions to 2030.

¢ Increased financial risk and environmental compliance burdens for farmers will have negative
effects on mental health of farmer, families and the wider community.

e Shareholders of WIL need certainty for the future to have the confidence to support scheme
water storage that will increase their irrigation water charges and may require equity
investment. Scheme water storage will help facilitate water quality mitigation measures from
MAR and TSA.
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Introduction

1.

My name is Timothy Cameron Wells.

| am a financial services professional currently employed by ANZ Bank New Zealand Ltd as
Relationship Manager for farming customers in Canterbury and am also company director of
Waimakariri Irrigation Ltd (WIL) and my family farming business Carleton Dairies Ltd. | hold a
Bachelor of Commerce in Agribusiness and Post Graduate Certificate in Commerce from
Lincoln University. | have over 17 years financial services industry experience with ANZ,
Standard & Poor’s Ratings Services (London & Melbourne) and ASB Bank. My position at ASB
had a focus on the financing of irrigation schemes and most of my career has specialised in

agriculture finance. | am also a current member of the Institute of Directors.

| have a strong understanding of agriculture, corporate finance, economics and management
of water resources. | am very familiar with the Waimakariri Irrigation scheme and groundwater
resources in the Waimakariri district. | have studied the economic and social benefits and
environmental impact of the scheme that was commissioned 1999 in both high school and
university projects. Our inter-generational family farming business utilises both groundwater
and WIL water. | have been responsible for managing the consenting process for our
groundwater resource including preparing resource consent applications and Assessment of

Environmental Effects.

I’'m actively involved in the local community and am a keen sportsman that competes in local
triathlon, multisport and running events. | have played cricket and rugby for local clubs in Oxford

and am currently coaching the Oxford Division 1 Rugby team.

Carleton Dairies Ltd (CDL) is a 450ha family dairy farming business 6km South East of Oxford
township owned by the Wells family. The property was converted to a dairy farm from sheep
and cropping in 2008. The Wells family have been farming this property since 1950 and have
been farming in the district since the late 1800’s. The current property has been irrigated from
groundwater since the 1960’s and became a shareholder Waimakariri Irrigation Ltd (WIL) in

1997. CDL also leases another 120ha nearby and owns a 15ha support block at Cust.

All my family members are actively involved in the running of the farm business and my brother
Phil Wells is the dairy farm manager and sister Julie Wells is a director of CDL and farm
business manager. My parents Kevin and Helen are also directors of CDL and live on the

property.

CDL (submitter ID PC7-273) provided a submission on proposed plan change 7 of the
Canterbury Land and Water Regional Plan.
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Scope of Evidence

My evidence provides:

An overview of our farming operation and environmental compliance requirements;

The implications and effects of the proposed rule framework;

Insight into the financial vulnerability of farmers from effect of PC7 on farm valuations, debt

levels and financial viability.

6.0 - OUR FARMING OPERATION

6.1 As previously noted, Carleton Dairies Ltd (CDL) is a 450ha family dairy farming business 6km

South East of Oxford township owned by the Wells family. The property was converted to a
dairy farm from sheep and cropping in 2008. CDL also leases another 120ha nearby and owns
a 15ha support block at Cust. We employ eight full time equivalents and our annual Farm
Working Expenses are about $2.0m most of which gets spent in the Waimakariri District to

businesses in the agricultural service industry.

6.2 CDL has resource consents to take and use groundwater (CRC155618, CRC183360),

discharge dairy effluent (CRC15612) and land use for farming (CRC174943).

6.3 The irrigation system is 65% Waimakariri Irrigation Ltd water and 35% groundwater. The

groundwater resources also provide backup when Waimakariri River is on restrictions.

6.4 CDL supplies Synlait and is Lead With Pride™ certified CDL operates Good Management

Practice with equivalent of an ‘A’ Farm Environment Plan audit. We have invested in excess of

$1.0m over the last 5 years in the following sustainability initiatives.

Centre pivot development from Roto Rainer system to improve water efficiency and reduce
Nutrient loss

Soil moisture monitoring equipment and technology

Biodiversity projects and significant areas of native plantings

Planting of diverse pasture species such as Plantain to mitigate N leaching

Reducing nitrogen fertiliser inputs

Effluent system upgrade and extension
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7.0 —- EFFECT OF PC7

7.1 | am very concerned about the economic and social impact of the plan on the district, as it
currently stands it will impact on land values, viability of farms and mental health of farmers.

7.2 | am strongly supportive of catchment wide solutions — all farmers in Waimakariri are in this
together and not supportive on the very granular approach proposed by the Nitrate Priority Area,
Sub Areas and Run-off priority area that divides the district and creates winners and losers in the
community.

7.3 Farming in the district needs to remain viable so that farmers can continue to make infrastructure

and technology investments to improve environmental outcomes.

7.4 There is a lack of in-depth economic research into the effect of the proposed plan change.
Agriculture is a major contributor to the economic prosperity of the Waimakariri District in terms of
income from exports, direct employment and service industry. The proposed long-term restrictions
on farming will have a flow on effect to the wider community.

7.5 Limited evidence from hard data to support the thesis that the nitrate problem in the zone is being
caused by intensive agriculture under irrigation. According ECAN Technical Report No. R16/48
Oct 2016 “Average groundwater nitrate-N concentrations for Eyre and Cust subzones have not

been as high under WIL irrigation as they were in the early 1990s before the scheme began™?

7.6 Lack of long-term monitoring of water quality to clearly define the extent of water quality problems.
E.g. Regular monitoring of Silverstream has only been undertaken since 2008 but there are gaps

in the data.

7.7 Our own annual monitoring of bore (L35/1045) on our property indicates no adverse trends in
nitrate levels. Since dairy conversion in 2008 nitrates levels have remained well below drinking

water standards (11.3mg/l) and freshwater policy statement (6.9mg/l) thresholds.

L35/1045 Wrights Road - 44m deep
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Refer appendices - Testing is undertaken annually by Waimakariri District Council Water Testing Services with results analysed

by Hill Laboratories.
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7.8 The proposed Nitrogen loss reductions are based on a groundwater model that has a high level of
uncertainty and is not backed up by robust science and therefore should not be relied upon for

plan changes.

7.9 The proposed Nitrogen loss reductions in Table 8-9 beyond 2030 are potentially unachievable.

7.10  Dairy farms in the Nitrate Priority Area are being unfairly targeted with long-term Nitrate loss
reductions when there are many dairy farms around Carleton, Starvation Hill, Rangiora, Ohoka
that are in the run-off priority area that only need to meet GMP. These catchments include a lot of
swamp land that has been drained that feeds into drains and tributaries of water bodies in Nitrate
Priority Area (NPA) such as Cust River, Cust Main Drain and Eyre River. Farming activities,
nutrient run-off and leaching in these catchments will be affecting ground and surface water

quality outcomes downstream in the NPA.

7.1 Proposed winter grazing thresholds are unpractical and unfair as it restricts land use options
for low nitrate emission farms. Farmers need to feed stock alternative feeds to pasture over winter
due to limited grass growth. Forage crops are a suitable form of feed from an animal health and
systems stand point. The proposal to limit winter grazing to maximum of Sha for 100ha farms or
5% of area for larger farms encourages more productive land in the district to be subdivided into
lifestyle blocks and increases compliance (resource consent applications) costs for smaller

already uneconomic size farms.

8.0 FINANCIAL VULNERABILITY OF FARMERS

Negative effect on valuations and equity position

8.1 The slowdown in the Canterbury dairy farm market has been caused by a combination of
tightening environmental regulations, risks from mycoplasma bovis disease, restrictions on foreign
investment, tightening in bank credit appetite and lending criteria and lack of confidence in

financial performance of Fonterra.

8.2 The current Canterbury dairy farm property market is characterised by a very low volume of sales

and a disconnect between vendor price expectations and prospective purchaser offers.
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Cantarbury Dairy Market - Annual Sales Valumes

]

m

=

F

13
-1

o I I

L A 5

,.9-" ‘ ,e-"’ * S S 5 U g 4F
& ﬂ{ﬁ“‘@ﬁ"’@',‘.- *‘Js?‘ﬁ*ﬂ*“"’““

8.3 Colliers Canterbury Dairy Farm Market Index for their model 186ha dairy farm with centre pivot
irrigation from reliable groundwater has reduced 16.8% from the market peak in early 2015.4
Depending on factors such as the quality of the farm infrastructure, soils, irrigation water supply
and zone-specific environmental regulations market evidence indicates land values have fallen in

the range of 10 — 30% since early 2015.

8.4 The proposed long-term nutrient loss reductions for Waimakariri Nutrient Allocation Zone are

more severe than other zones and will likely result in significant further reduction in land values.

“The Canterbury Land and Water Plan has introduced the concept of Good Management Practice,
improving the environmental performance of many Canterbury dairy farmers. Smarter use of fertiliser,
winter cropping, increasing effluent areas and irrigation monitoring have all led to some positive gains

often at a low financial cost.

Dairy farmers within the Selwyn Waihora Nutrient Allocation Zone are required to reduce nitrogen loss
to water by 30 percent beyond Good Management Practice from 2022, whilst dairy farms within the
Hinds Hekeao Plains area of the Ashburton Nutrient Allocation Zone are required to progressively
reduce their discharge beyond Good Management Practice by 15 percent by 2025, 25 percent by 2030
and 36 percent by 2035, limited to an overall nitrogen loss floor off 20 kg N per hectare. Staged
reductions are also proposed in the Waimakariri Nutrient Allocation Zone with reductions of up to 90%

by 2080 in specific priority areas within the catchment.

Reductions beyond Good Management Practice may require a combination of reducing production and
farm infrastructure changes. The uncertainty of future production, together with the requirement for
additional on farm investment has limited the appeal of dairy farms within these areas. If future nutrient
reductions cannot be met, under a dairying land use, land use change to the next best alternate use
may be required for some farms. This would result in significant reduction in the value of the dairy

specific improvements and underlying land values if profitability were to be impacted.” *
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“It should be noted that the operative LWRP does not require operators to reduce losses to their
‘Baseline GMP’ until 1 July 2020, so many operators do not yet know what effect GMP will have on their
operations / production.

Further reduction targets beyond this level may necessitate land use change in the medium
term, and have a detrimental impact on the economic viability of farming operations in nitrogen

sensitive areas.” °

“The Canterbury dairy market is presently characterised by very low levels of liquidity, and reduced
buyer demand. This is largely a result of structural changes to the market (OIO rules, banking sector
regulations, increased environment restrictions). In this context, the main limiting factor of the subject
property is it's scale / weight of capital, which lies beyond the everyday market liquidity range (say $6.0
- $10.0m) and its locality outside of both the preferred Mid / Central Canterbury areas of Canterbury. In
addition, a number of dairy farm properties have been marketed across the Waimakariri Plains
this season, with none transacting at this point. We are aware of offer levels however which
provides a useful benchmark for assessing the value of the subject property, although. The
considerable uncertainty around changes to nutrient management rules via PC7 has restricted

both the dairy and irrigated farm market.>

Agriculture industry debt levels

e The Waimakariri Irrigation scheme was commissioned in 1999 and farmers have invested
heavily in farm infrastructure to maximise productivity from the irrigation water. This has
resulted in significant investment in dairy farming infrastructure, efficient spray irrigation, on
farm water storage and development of groundwater resources as back up to Waimakariri River
water.

e Because of the relatively modern irrigation systems and associated investment in farm
infrastructure debt levels in the Waimakariri District are considered to be above average.

e Total agriculture debt in New Zealand is $62.8 billion and has risen 270% in the past 20 years.®

(approximately same timeframe that WIL has been operating)

Agricultural industry bank debt 2003-2019

70

Dairy
farm
debt

£NZ Billion

Other agricultural debt

Serea: Reserve Bask of Niw Zealand
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Agriculture sector debt-to-income ratio
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e Inthe 2017-18 season dairy farmers on average had a debt-to-asset ratio of 50.7%. However
24% had a debt-to-asset ratio > 70% and 4% had a debt to asset ratio > 90%.°

e Agricultural sector credit growth has slowed significantly to the dairy and sheep and beef
sectors because of banking industry regulation, declining land values and perceived structural

risks to the dairy sector such as environmental regulation and climate change.

Figure 2.9 % o
L ® 1
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e High debt levels in the agriculture sector leave farm businesses in Waimakariri district
financially vulnerable to severe long-term environmental restrictions on nutrient losses because
of decline in land values and weakening equity positions affecting access to capital from banks.

Financial viability and cash flow will also be affected by lower productivity from farms.
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Conclusions

CDL support a catchment wide approach for all farms in Waimakariri district. 15% reduction
for Dairy and 5% for all other below GMP by 2030. Remove long term reductions and delete
Table 8-9. Remove Nitrate Priority Area and sub-areas and Run-off priority Area from planning
maps. Any future reductions beyond 2030 should be based on the outcomes of water quality
monitoring undertaken up to 2030. Focus on practical solutions and environmental outcomes
through farm environment plan process such as irrigation efficiency and reliability, effluent
management, biodiversity and facilitating localised catchment management. (e.g. improved
riverbed and drain management to replace gorse, broom and willows with indigenous species).
CDL are supportive of the “WIL solutions package” particularly increased water quality
monitoring, manage aquifer recharge and targeted stream augmentation.

Manage aquifer recharge (MAR) has already been successfully trialled at Silverstream and WIL
has held consents to augment the groundwater surrounding the Eyre River since its inception.
CRC952571.1allows WIL to discharge Waimakariri water into the bed of the Eyre River at a
rate of up to 3 cubic metres per second. These initiatives can be expanded similar to
Hinds/Hekao MAR projects to mitigate water quality issues.

The current water quality monitoring regime undertaken by Environment Canterbury and
Waimakariri District Council is inadequate (i.e. low number of monitoring sites and gaps in data)
and there is a lack of evidence from hard data to support the proposed severe long-term nutrient
restrictions on farmers.

The proposed Nitrogen loss reductions are based on a groundwater model that has a high level
of uncertainty and is not backed up by robust science and therefore should not be relied upon
for plan changes and environmental regulation.

CDL is supportive of improved water quality outcomes in the Waimakariri zone and
environmental sustainability. We strongly oppose severe long-term restrictions on farming
activities and N-loss reductions below GMP driven ultimately by Overseer modelling which has
high variability.

We believe that winter grazing permitted activity rules that apply in other nutrient allocation
zones as per Plan Change 5 to the CLWRP 5.44A should be maintained and are fair and can

be practically implemented by farmers under existing farm management systems.

The area permitted for winter grazing under PC5 5.44A

10 hectares for property less than 100 hectares
10% of the area for property between 100 hectares and 1,000 hectares

100 hectares for any property greater than 1,000 hectares

Our evidence from registered valuation firms, and data from Reserve Bank and Ministry of
Primary industries shows that farmers in the Waimakariri district are financially vulnerable
because of high debt levels in dairy sector, decline in land values and weakening equity

positions affecting access to capital from banks. Farm businesses need to remain financially
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viable to make the necessary investment in infrastructure and farm systems to achieve
proposed N- loss reductions to 2030.

¢ Increased financial risk and environmental compliance burdens for farmers will have negative
effects on mental health of farmer, families and the wider community.

e Shareholders of WIL need certainty for the future to have the confidence to support scheme
water storage that will increase their irrigation water charges and may require equity
investment. Scheme water storage will help facilitate water quality mitigation measures from
MAR and TSA.
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