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Asset Management Plan – Mangatainoka Scheme  i 
Effective 1 July 2009  
 

EXECUTIVE SUMMARY 

This Plan is to be read in conjunction with Infrastructural Asset Management Plan,  
Part A; which sets out Policies and Procedures common to all Scheme assets 
managed by Horizons Regional Council. 
 
The purpose of this Plan is to set out a process that will ensure the effective 
management of the Mangatainoka Scheme infrastructural assets. 
 
This Plan supersedes the 2008 Mangatainoka Asset Management Plan. 
 
Horizons Regional Council, through its day-to-day management of the Scheme, 
receives continuous feedback. Informal feedback to date indicates, strongly, that the 
ratepayers support the Scheme objectives as espoused at the time of establishment. 
 
Service levels have therefore been defined to ensure the original and amended 
Scheme objectives are met and maintained.  The basis for these service levels is to 
maintain all structures in a workable condition at all times to function to their design 
standards. 
 
This Plan therefore sets out the level of service to be provided, the nature of the work 
programme, and communicates the level of funding required to meet the general 
Scheme objectives and the desired level of service. 
 
The maintenance programme outlined in this plan will provide the desired level of 
Scheme performance, and will provide the long-term, sustainable management of 
Scheme assets. 
 
The assets managed by the Scheme have a replacement value at July 2011 of 
$11,041,336. The assets have been valued to the Local Government Act 2002 
requirements.  
 
The average annual expenditure required to meet Scheme objectives and desired 
levels of service, over the next 10 years, is approximately $760,000.00. This 
expenditure does not include the costs that may be required to fund more extreme 
flood or disaster repairs beyond the levels predicted in the Plan. 
  
The Scheme is funded largely by Scheme rates, with a Regional ratepayer contribution. 
 
An independent audit of the Scheme performance undertaken in June 2008 confirmed 
that the Scheme is being well managed in general conformity with 1993 Scheme 
Review objectives.  Further audits will be carried out to establish a continuous 
improvement cycle, to maintain best practice and to assess the quality of asset 
management. 

 
Summary of Objectives 

 
• To ensure that the assets are managed in a consistent, efficient and sustainable 

manner.  
• To ensure the long-term performance of the assets and ensure cost-effective 

delivery of service to the standard agreed with the ratepayers. 
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• To manage gravel and general channel conditions within the various streams 
included in the Scheme to maintain desired channel alignment and minimise lateral 
erosion.  

• To maintain satisfactory drainage to meet stakeholder expectations of the drainage 
of land surrounding the Mangatainoka, Makakahi and Mangaramarama Rivers. 

• To contain flood flows not exceeding the following Annual Exceedance 
Probabilities (AEP) within stopbanks to protect adjoining areas and farmland: 

• Burmeister stopbank 20% AEP 
• Kamo stopbank 10% AEP 
• Hamua stopbanks 5% AEP 

• To carry out recommendations from a recent audit of the 1993 Scheme River 
Management Plan.  That audit was adopted by Council in June 2008. 

 
Term 

In perpetuity. 
 
Maintenance 
Typical maintenance expenditure should not exceed $350,000.00 as presented in the 
10-year Financial Forecast (Appendix C).  

 
Funding 

Maintenance funded by: 

• targeted rate; 
• general rate; and 
• contributions from landowners for enhanced protection works. 
 
Capital works and major flood damage repairs funded by: 

• rates (as above); 
• accessing the Scheme Financial Reserves; 
• reprioritising maintenance works; 
• infrastructure asset insurance; and 
• loan. 

 
Scheme Financial Reserves 

Aim to: 

• rebuild reserve after September 2010 flood through recovery of asset repair costs 
from asset insurers. 

• maintain reserves at an approximate level $700,000.00. 
 

 
Review of Plan 

Review when: 

• there is a change in maintenance standards; 
• there is a change in desired levels of service (for example, upon completion of a 

scheme review or audit; 
• there is a change in funding policy; or 
• at three-yearly intervals. 
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Resource Consents 
This Scheme has four current consents and staff are working on an application for a 
fifth that will provide for aerial spraying of problematic willow growth. 
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1. Description 

1.1 Purpose of an Infrastructural Asset Management Plan 

Infrastructural Asset Management Plans define the objectives and 
performance standards of River Control and Drainage Schemes for which the 
Regional Council has the management responsibility, and provide the basis 
upon which the effectiveness of asset maintenance can be measured. 
 
This Plan: 
 
• defines the service level for the Mangatainoka Scheme; 
• defines the level of maintenance needed to retain the operating and 

service capacity of the Scheme’s river control and drainage assets; and  
• provides a basis against which the Regional Council’s performance in 

maintaining the service capacity of the infrastructural assets can be 
measured. 

1.2 Scheme History  

From 1945 to 1948 the Manawatu Catchment Board received many requests 
from farmers for work on the Mangatainoka River. On 25 January 1949 the 
Manawatu Catchment Board approved and established the Mangatainoka 
Scheme.  The Scheme received Government approval in February 1951 for a 
3:1 subsidy. In 1953 the Hamua stopbank was designed and built to provide 
limited flood protection to the area however, in 1954 river erosion became a 
priority for the Scheme. In 1958 a partial Scheme review indicated that costs 
for erosion repairs would greatly increase. With the difficulty in sourcing a 
sufficient supply of willows for protection work, the Kohinui quarry was opened 
in 1965 to supply rock for repairing serious flood damage. 
 
After continued floods and the resulting damage in the 1960s and 1970s 
issues were becoming critical. This led to the Scheme being reviewed in 1978 
to address excessive build-up of gravel and resulting channel restriction, 
scouring and deepening at bends. 
 
In 1989 the reform of Local Government resulted in the Manawatu Catchment 
Board being abolished and its functions being taken over by the  
Manawatu-Wanganui Regional Council. In 1993 the Scheme was reviewed 
once more but floods in 1994 disrupted the implementation of the 
Management Plan and further set backs were had with a series of floods in 
1998, 1999 and 2000. Following a few years of settled weather patterns that 
allowed good progress on repair works, the Scheme was once more hit by a 
series of floods during 2004 causing over $2 million of damage. Fortunately 
funding from insurance and Government grants enabled a significant quantity 
of flood damage repairs to be completed. In 2010 another significant flood 
event with a return period of 100 years caused close to $2 million damage. 
Repairs to much of the worst of this damage were undertaken in the summer 
of 2010-11, with the remainder programmed for completion in 2011-12. Close 
to $800,000 of this damage was to insured assets and a claim has been 
submitted in an attempt to recover some of the costs. 
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In early 2006 a “mini” Scheme Review was programmed to investigate 
flooding and erosion issues, channel alignment and the apparent build-up of 
gravel throughout the Scheme. Ratepayers requested that stopbank 
extensions and channel realignment work, as recommended in that review, be 
postponed while some minor channel works were monitored and effects 
evaluated.  
 
An audit of the 1993 Scheme River Management Plan (RMP) was completed 
in June 2008.  The audit concluded that the Scheme has achieved many of 
the RMP objectives, but recommended the development of a design alignment 
for the full Scheme river reach and some minor changes to the rating system.  
 
An independent review of the design alignment of the river and rating system 
was put out for consultation in 2010. The finalised rating adjustments were 
adopted in the 2011-12 financial year. 
 
The Scheme has a high level of community support as evidenced by the 
attendance of ratepayers at meetings, and the active participation of a 
Scheme Liaison Committee consisting of 10 members.   
 
Continued asset ownership and maintenance is justified on the basis of 
confirmed ratepayer demand for flood and erosion protection.  Furthermore, 
Horizons Regional Council has demonstrated cost-effective, purposeful, 
sustainable and environmentally sound management of the assets, and 
possesses the engineering expertise and corporate knowledge to own and 
manage the assets within this Scheme. 

1.3 Scheme Description 

The Mangatainoka Scheme includes sections of the Mangatainoka River, 
Makakahi River and Mangaramarama Stream and provides benefit to 13,000 
ha of rural and urban land including the township of Pahiatua.  The extent of 
the Scheme is from the confluence of the Mangatainoka River with the 
Tiraumea River to Larsens Bridge near the Putara Valley.  The consultation 
undertaken with Scheme ratepayers during the Scheme Review process 
confirmed the types of work to be undertaken on the Scheme. General 
operating principles were set out in the review, but the final determination of 
the appropriate levels of service and design standards was left to the Scheme 
Manager.  The Scheme Review was formally adopted by the Regional Council 
in July 1993. 
 
The primary objective of the Scheme is to control erosion caused by the 
Mangatainoka River, the Makakahi River and the Mangaramarama Stream. A 
lesser objective is to control flooding in a few localised areas, stabilise the 
river bed at critical locations to reduce the effects of localised degradation on 
the integrity of lateral erosion protection works, and establish willow plantings 
to provide mature trees for future protection works. 
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Figure 1:  Scheme map. 
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1.4 Asset Description 

A detailed schedule of the assets within the Scheme is presented in Appendix 
D.  All infrastructural assets managed by Horizons Regional Council were 
revalued in July 2011.  In summary, the assets managed by this Scheme are 
shown in Table 1. 
 

Table 1:  Asset quantities and replacement value of Scheme assets as at         
1 July 2011. 

Asset Type Quantity 
Replacement Value 

1-Jul-11 

Stopbank 6,850 m 505,134 
Grade Control 20 no. 447,644 
Tree Groynes 1,107 m 112,316 
Tied Tree Work 20,700 m 3,468,906 
Rock Lining (non-engineered) 19,040 t 1,330,406 
Rock Lining (engineered) 14,914 t 1,042,116 
Rock Groynes 100 t 6,988 
Protection Planting 95.7 ha 958,906 
PMU 4,630 m 1,915,987 
Drain Reach 56.7 km 533,018 
Gabions 820 m 681,485 
Concrete Rip Rap 550 t 38,431 

    
  Total $11,041,336 

 
Figure 2:  Pie chart showing % asset value. 

 
 
For a comprehensive explanation of how unit rates were determined, refer to 
the document entitled “Infrastructural Asset Valuation:  Unit Rates and 
Valuation Formulae as at 1 July 2011”.  An excerpt summary from this 
document is provided in Appendix B. 
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1.4.1 Asset Management Practices 

Assets are managed in accordance with the principles detailed in 
Infrastructural Asset Management Plan, Part A, with the following exception 
particular to this Scheme.  The majority of the stopbanks on the Mangatainoka 
Scheme are low “guide banks” and are grazed as part of the paddock, as 
opposed to the stopbanks found on other Schemes, which are significant 
structures and are fenced off from the paddock to prevent stock damage.  
Mangatainoka stopbanks tend to be 1 m to 1.5 m high, with a 1 m wide crest. 
The cross-sectioned dimensions (the batter slope and the top width of the 
stopbank) do not meet Horizons’ generic design specifications however, these 
assets are effective in minimising localised flooding from floods not exceeding 
20% AEP as presented in the level of service table, presented in Appendix F.  
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2. Asset Management Principles 

Levels of service of Scheme assets are maintained by carrying out 
maintenance, capital works and flood damage repairs. 

2.1 Maintenance Plan 

The Operations Group is committed to maintaining all of its assets without loss 
of service potential.  A Maintenance Plan (shown in Appendix A) has been 
prepared to outline the required maintenance activities each year and the 
cyclic activities required to maintain the assets.  Bank protection and channel 
maintenance work is high priority, with past maintenance activities to grade 
controls, bank protection using tree protection, permeable mesh units and rock 
resulting in the assets providing generally good performance overall. Flood 
events require a reprioritisation of works in order to repair damage caused to 
assets which would otherwise not have needed work. The event in September 
2010 caused significant damage to scheme assets, however much of the 
more serious damage was repaired in the 2010-11 works season. The 
remaining high priority flood damage repairs are programmed for completion 
in 2011-12. A number of significant PMU repair works are included in this 
programme. Maintenance schedules will return to normal in 2012-13 as 
indicated in Appendix A. 
 
The latest condition rating of the Hamua stop banks now reflect the gradual 
increase in damage sustained through stock tracking over recent years. The 
current level of service will be confirmed by a survey of current crest levels 
and an assessment of overall structure integrity over the next two years.  Any 
deficiencies in stopbank standard will be discussed with landowners and 
upgrade work may follow. In the mean time staff plan to repair some of the 
worst stock tracking over the next 24 months. 
 

2.2 Capital Works Plan 

This Asset Management Plans includes a Capital Works Programme that is 
incorporated in the 2009-19 Long Term Council Community Plan (LTCCP).  
 
The programme of capital expenditure is based on the recommendations of 
the 1993 Scheme Review and subsequent partial reviews (refer section 2.6c 
below), and is detailed in Appendix A.  A total provision of $820,000.00 over 
10 years commencing September 2008 is included in the 10 year financial 
forecast shown in Appendix C.  
 
The September 2010 flood caused some damage to assets which resulted in 
further bank erosion. In these cases it may not be worthwhile repairing the 
damaged asset and more substantial capital works need to be programmed to 
replace them. One such rock lining was constructed in 2011 to replace a 
damaged PMU structure and two similar rockworks are programmed for 2011-
12. 
 
 
 

227



Asset Management Principles  
 

 

8  Infrastructural Asset Management Plan – Mangatainoka Scheme 
 Effective 1 July 2009 

 

2.3 Flood Damage Repairs 

Flood damage repairs are identified as those works required to repair, replace 
or upgrade existing assets to the level of service that existed prior to a flood.  
In some cases, capital improvements are necessary in conjunction with the 
damage reinstatement work.  
 
All assets were inspected after the 2010 flood event, and the results are 
summarized in Appendix E.  The bar chart clearly shows the effect that the 
damage caused by the flood has upon the ability of the assets to provide the 
desired level of service.  The post-flood inspection showed that only 57% of 
bank erosion assets were now meeting the desired level of service.  The 
Scheme has almost 100 ha of protection planting valued at $1m providing 
erosion protection.  Protection planting is a cost effective but vulnerable 
means of providing erosion protection and therefore, it is not surprising that 
this asset type has taken the brunt of the damage from the flood and is the 
main contributor to the reduction in erosion protection provided by the 
Scheme.  The level of service table included in Appendix F shows that 89% of 
protection planting assets are below the desired level of service.   
 
A comprehensive programme of works has been prepared to restore the level 
of service.  The work began immediately after the Sept 2010 flood, but will 
take several years to complete especially with regard to planting, that takes 
several seasons of growth to fully establish. 

2.4 Financial Summary 

The forecast revenue and expenditure over the next 10 years is presented in 
Appendix C. The forecasts are given in terms of July 2011 costs and  
provision has only been made for inflation with regard to internal staff costs to 
June 2014.   

2.5 Factors Likely to Affect Future Expenditure 

The predictable nature of much of the Scheme expenditure is of assistance 
when forecasts are being made of future expenditure.  It is necessary, 
however, to consider any changes that may impact on expenditure.  The 
significant potential changes that are currently apparent are: 
 
 

a. Repairs and Maintenance 

• expenditure may be affected by flood events during the term of the 
Plan; 

• the cost of asset insurance could increase as a result of further flood 
events/claims; 

• market forces/fuel costs may impact; and 
• weather pattern changes could impact on drain maintenance costs. 

b. Capital Expenditure 
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• recommendations from Scheme audit and re-survey of stopbanks 
may identify the requirement for stopbank raising (settlement, 
degradation); and  

• structural analyses of major structures may identify the need for 
replacement/refurbishment. 

c. Scheme Review 

• may identify increased stakeholders’ expectations of the levels of 
service; and 

• capital expenditure requirements. 
 
It is noted however that no review is proposed during the term of this 
Plan.  

d. Scheme Audit 

• the costs for a Scheme audit, discussed in section 3.3, has been 
incorporated in the 10-year financial forecast and is scheduled for 
2013/14. 

e. Loan Repayments 

• reduced interest rates will shorten the repayment period. The 
savings made by the early repayment of the loan will be directed 
either to the Financial Reserve or to further improvement works or 
as an offset for future rate increases; and 

• increased interest rates may need to be funded by an increase in 
Scheme rates or by a reduction in capital or maintenance works, 
thereby ensuring that the loan is still repaid on time. 

 
It is noted however that there are no loans currently outstanding on this 
Scheme.  

2.6 Expenditure Forecast 

Based on an examination of historical expenditure, together with consideration 
of new factors likely to affect future expenditure, a 10-year forecast for 
expenditure has been prepared.  The key assumptions used in this forecast 
are as follows: 
 
a. Section 2.5 of this Plan sets out areas in which future costs may differ 

from historical costs.  Given the frequency of floods (1994. 1998, 2001, 
2001 and 2010), historical costs have been used as a general guide only 
to future costs.  Much greater reliance has been placed on recent and 
current levels of expenditure and on the matters referred to in Section 
2.5 as the indicators of future costs. 

b. Only limited progress has been made on the programme of specific 
capital improvement works identified in the Scheme Review completed 
prior to the 1994 flood.  It was assumed that $50,000.00 per annum of 
capital works would be undertaken until the loan was repaid in 2004-05, 
with $70,000.00 per annum thereafter. However, the Mangatainoka 
River has experienced several damaging floods requiring significant 
capital expenditure to extend existing assets and create new assets.  
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This has resulted in the revised capital works programme presented in 
Appendix A. 

c. It has been assumed that there will be no flood events that cause 
damage to Scheme assets over the next 10 years. Whilst this will not be 
the case in practice, the unpredictable nature of flood events (both in 
timing and in severity) makes it difficult to incorporate them into the 
forecast.  However, contributions to a Scheme Financial Reserve, the 
primary purpose of which is to fund flood damage repairs, have been 
built into the 10-year financial forecast.  Contributions have been set at a 
level that takes into account the frequency of flood damage, the cost of 
repairs, the balance in the Reserve and the affordability to the Scheme 
of contributions.  If any serious flood events do occur then the forecast 
will have to be reviewed. 

 
The details of the expenditure forecast are included in Appendix C and are 
also plotted, excluding depreciation costs, in Figure 3. 
 
 

Figure 3:  Ten-year financial expenditure.  (To be included when 10 year 
financial forecast is finalised through the LTP process) 
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3. Current and Desired Levels of Service 

The required levels of service and their associated performance measures are 
provided in Appendix F. 

3.1 Customer Research and Expectations 

Considerable consultation has been undertaken with the Scheme ratepayers 
as part of the comprehensive Scheme Review completed in 1993; the recently 
completed scheme audit with the subsequent changes to the Scheme rating 
system; and in conjunction with the Global Resource Consent process that 
has been required for much of the construction work undertaken to date. 
 
The review process established the longer term level of service expectation 
through meetings with scheme ratepayers.  Subsequent consultation through 
forums such as the liaison committee and the annual ratepayer meetings have 
fine tuned these expectations. 

3.2 Scheme Review 

The Scheme Review undertaken in 1993 included a Management Plan for the 
rivers and drains in the Scheme.  This Management Plan made provision for 
improvements to the Scheme over a period of 25 years until 2018.  
 
The Scheme Review determined some key service related operating 
principles for the future management of the Scheme and, in summary, these 
were: 
 
a. The Mangatainoka River would be allowed to widen and lengthen so as 

to reduce the otherwise very high cost of river control works.  An erosion 
zone was established within which minimal control would be undertaken 
and erosion would be permitted to occur.  Erosion limits were set along 
the outer limits of the lower river terraces and erosion protection works 
would only be provided when these erosion limits were reached.  
Existing work on the erosion limit would be strengthened if necessary. 

b. The Scheme works area for the Mangatainoka River would extend from 
the Tiraumea River to Clarke’s Bridge.  For the Makakahi River the 
works area would extend up to Eketahuna, but above Bourke’s Road the 
Scheme would fund only 50% of the cost of works.    

c. Grade control structures would be constructed as a priority, particularly 
on the Mangatainoka River, to flatten the river gradient at critical 
locations and to assist in protecting erosion control works. 

d. Erosion protection works were required to be founded more deeply and 
to be of heavier construction so as to, hopefully, reduce the extent of the 
flood damage that had been occurring. 

e. A more extensive programme of tree planting would be introduced 
particularly behind all bank protection work and to a depth of 15 m.  All 
planting was to be fenced to prevent access by stock.  The fencing was 
required to be provided at landowner cost. 
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f. Because of many years of over-extraction of gravel causing problems 
with the undermining of bank protection works, it was concluded that 
extraction from the rivers was to cease except where the Scheme 
Manager deemed it essential for river management.  

g. Alleviation of flooding was regarded as a minor Scheme objective.  In 
areas of the Mangaramarama Stream and the Makakahi River some 
flooding was accepted in preference to costly flood control works.  
Localised stopbanking was required to be provided and maintained on 
the Makakahi River above Konini and adjacent to several houses on the 
Mangaramarama Stream.  

h. Drain maintenance was to continue on much the same basis as it had to 
that time. 

 
The flood of November 1994 disrupted the implementation of the Management 
Plan for the Scheme.  The Plan was partially set aside for three years to allow 
flood damage repair work to be completed.  The Plan was briefly reinstated 
again in the 1997-98 financial year but a further series of floods in October 
1998 and October 2000 again affected full implementation.   
 
Following the October 2000 floods there were three years where a significant 
quantity of repair works was completed before a further series of floods 
occurred in 2004, which included the Region-wide February 2004 flood.  
Approximately $2.2 million of flood damage resulted and was subsequently 
repaired.  
 
In September 2010 another flood event caused close to $2 million worth of 
damage on the Mangatainoka Scheme. Repairs were undertaken in the 2010-
11 works season and further repairs are programmed for the 2011-12 season.  
 
The requirement to fund flood damage repair work has had a significant 
impact on the ability of the Scheme to work in accordance with the operating 
principles identified in the Management Plan.  Notwithstanding that, a 
progressively improved standard of river management has been achieved 
through the completion of a higher standard of flood damage reinstatement 
work. 

3.3 Scheme Audit 

The independent audit completed in 2008 confirmed that the Mangatainoka 
Scheme is being well managed in general conformity with the 1993 Scheme 
Review. Where management has deviated from the review objectives or 
recommendations, there has been good justification and support provided by 
appropriately qualified and experienced river engineers.  
 
Recommendations arising from the audit were: 
 

a. that the River Management Plan should have a shift of emphasis from 
erosion limit lines as a means of determining need or priority works, to 
the development/maintenance of a sustainable design channel 
alignment; 

 
b. to complete the definition and mapping of the design channel 

alignment for all sections of the Mangatainoka River; 
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c. that the River Management Plan has a changed approach to gravel 

management, based on the G Williams investigation findings and 
recommendations; 

 
d. that the River Management Plan does not require a separate 

maintenance reserve fund; 
 
e. that the expenditure allocations be adjusted to the respective works 

compartments, to reflect actual expenditure over the past 10 years; 
 
f. that the present Rating System be amended to correct 

errors/anomalies with respect to definition and measurement of the 
various category areas; definition of the high erosion control benefit 
area for the Mangatainoka River; changed relativity of capital value of 
industrial properties to rural values; inclusion of Eketahuna urban area; 
and adjustment of direct benefit differentials to better reflect actual 
Scheme expenditure; and 

 
g. that the Scheme should consider the addition of a Contributor rating 

category. 
 

As a result of these recommendations a Differential Rating System has been 
developed by John Philpott of CPG and consultation with ratepayers was 
conducted in 2010. The new rating system has been adopted in the 2011-12 
financial year. As well as this a design alignment for the Mangatainoka river 
has been drawn by Gary Williams of G & E Williams Consulting and is 
currently used by Scheme managers to assist in works programming. 
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4. Performance Measures 

The required performance measures and their associated levels of service are 
provided in Appendix F. 

4.1 Flood Performance Measures 

The service the Scheme provides aims to protect people and property from 
the impacts of flooding.  To achieve this, flood flows not exceeding the 
following AEP will be contained within stopbanks to protect adjoining areas 
and farmland: 
• Burmeister stopbank 20% AEP 
• Kamo stopbank 10% AEP 
• Hamua stopbanks 5% AEP 
 
Performance measures for the flood protection level of service comprise: 
 
• flood-carrying capacity maintained for the term of the Plan. 

4.2 Erosion Performance Measures 

The service the Scheme provides aims to minimise river bank erosion.  To 
achieve this, river alignment is maintained to a predetermined design 
alignment.  Performance measures for the erosion level of service comprise: 
 
• channel alignment maintained as appropriate; and 
• erosion protection maintained as appropriate. 

4.3 Drainage Performance Measures 

The service the Scheme provides aims to collect and convey catchment run-
off to minimise surface ponding.  To achieve this, Scheme drainage capacity is 
maintained to facilitate appropriate groundwater levels. Performance 
measures for the drainage level of service are: 
 
• to maintain drain capacity.  
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5. Future Demand 

5.1 Demand Forecast 

The factors influencing demand include change in weather patterns, extreme 
flood events, change of land use, and economic/technical feasibility of 
providing the services.  In the long-term, the demand for Scheme services is 
likely to increase with possible intensified use of the land adjacent to the 
Scheme, or changes in the use of the land from predominantly dairy to other 
forms of production.  
 
The changes in demand are expected to impact on asset utilisation and on the 
way the assets are managed.  This includes more frequent maintenance, 
refurbishment/renewal and upgrades of the Scheme assets, as beneficiaries 
are expected to have less tolerance to the floods.  Another factor, which will 
impact on service delivery costs, is the availability of materials, such as 
railway irons and rock, used for asset maintenance and construction. 
 
These changes will be reflected in the management of the Scheme assets and 
future Asset Management Plans.  The recently completed Scheme audit 
confirmed that the Scheme is being managed in general conformance with 
overall scheme objectives as set out in the most recent scheme review 
document. 
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6. Risk Management 

The Infrastructural Asset Management Plan, Part A considers generic risks to 
assets over the entire Region.  Scheme-specific risks are detailed below: 
 
• biosecurity risks involving Willow sawfly infestation; and 
• gravel accumulation on many beaches throughout the Mangatainoka 

River channel could pose future flooding and bank erosion risks if gravel 
management is not appropriately addressed. 

 
Climate changes are long term and are unlikely to impact on the management 
of assets for the duration of this Plan.  

6.1 Provision for Disaster Recovery 

The maintenance work detailed in this Plan will be undertaken to ensure that 
the assets are kept to their original design standard, and to reduce the risk of 
damage from flood events.  In addition, the Regional Council has developed a 
Risk Management Policy to provide for funding assistance with reinstatement 
works when damage does occur.  The policy is described in Infrastructural 
Asset Management Plan, Part A.  
 
Flood loss curves have been developed for this Scheme based on local 
knowledge, flood loss history, and asset development history.  Damage costs 
incurred during the 2004 and 2010 flood events have been plotted on the 
graph.  The damage from both flood events does not exceed the predicted 
damage from the flood loss curve, demonstrating that Scheme assets are 
adequately covered by insurance and are realistically valued. 
 
Details of the assumptions underlying the flood loss curves can be found in 
Infrastructural Asset Management Plan, Part A. The flood loss curves for this 
Scheme are presented in Appendix G. 
 
The graph shows the expected damage to all assets managed by the Scheme 
and the expected damage to the following insured assets: 
 
• Concrete Rip Rap 
• Stopbank 
• Grade Control 
• Rock Lining 
• Tree Groynes 
• Rock Groynes 
• PMU 
• Gabions. 
 
Based on the flood loss curves, the Scheme has established a separate fund 
to be used for the purpose of funding flood repairs.  The balance at 30 June 
2008 in the Scheme Financial Reserve is $355,169.00. Discussions with the 
Scheme Liaison Committee confirm that this fund should be increased to the 
level assessed as being sufficient to reinstate damage arising from flood 
events having a recurrence interval less than 20 years.  Using the flood loss 
curve formula below, that level is currently $700,000.  
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Flood loss curve formula: 
 
y = 2E-18x3 - 1E-11x2 + 4E-05x - 5E-11 
 
Setting a reserve (x) of $700,000 gives a flood return period (y) of 20 yrs. 

Funding of damage resulting from floods having a recurrence interval greater than 20 
years will be in accordance with the policy described in Infrastructural Asset 
Management Plan, Part A.   
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7. Resource Consents 

Resource consents are required to undertake activities that are not permitted 
under Horizons Regional Council’s Regional Plans.  This Scheme has four 
current consents, detailed in Table 2.  
 
 
Table 2: Resource Consents 
 

Consent No. 7003 7005 7007 102251 

Purpose 
To excavate and 
place and maintain 
structures within 
the beds 

To disturb the beds 
and banks to plant 
trees on the banks to 
dam and divert water 

To discharge 
sediment into the 
water of rivers within 
the Mangatainoka 
Scheme  

To excavate disturb 
and remove material 
from within the bed 
of the Mangatainoka 
River 

Location Tararua District Tararua District Tararua District Tararua District 

Expiry Date 01/07/2032 01/07/2032 01/07/2032 18/12/2012 

Returns     

Notifications     

Reporting     
 
 
 
 
Scheme managers are currently preparing an application for resource consent to 
undertake aerial spraying of unwanted vegetation on gravel beaches within the 
Scheme. The aim of this spraying is to prevent the buildup of silt and debris in 
vegetation in the river channel as this holds up the movement of gravel through the 
river system. The buildup of material on the inside of river bends increases the force of 
water on the outside of those bends, exacerbating erosion and increasing erosion 
protection costs. The gravel buildup also reduces channel capacity at these points 
increasing the risk to people and property in flooding events. 
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Maintenance Tasks 
 
The maintenance tasks for each asset type are summarised below: 
 
Asset Inspection 

Frequency 
Maintenance Task 

Bed control structures, 
weirs and grade controls 

Annually • Replace rock (apron or crest) 
• Clear debris 
• Batter bank slumps 
• Repair apron scour 
• Treat corrosion 
• Undertake structural repairs 

Groynes 
(permeable, tree) 

Annually • Clear debris 
• Repair head scour 
• Undertake structural repairs 
• Redesign outflanked assets 

Drainage channels 6/12-Monthly • Mechanical/Chemical maintenance 
• Batter bank slumps 
• Unblock culverts 
• Repair culverts 
• Clear debris 
• Maintain access (including spreading) 
• Maintain gradient 

Tied tree work, PMU and 
lateral fence erosion 
protection work 

Annually • Maintain bulk 
• Maintain anchors 
• Undertake planting 
• Undertake layering 

Rockwork, concrete rip 
rap and rock groynes 

Annually • Maintain vegetation (willow etc) 
• Clear debris 
• Top up rock loss 
• Cut off protruding steel 
• Maintain rock stockpile 

Stopbank Annually • Manage grass cover (controlled grazing, 
mowing) 

• Remove or spray noxious plants/trees  
• Maintain structural integrity of the bank 
• Maintain design profile 
• Repair stock damage and scour 
• Maintain access (ramps etc) – metalling 
• Maintain fencing 

Protection planting Annually • Undertake tree thinning 
• Undertake layering 
• Replacement planting 
• Remove or spray noxious plants/trees  
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Condition Rating Table 

 

Asset Maintenance 
Rating 

Maintenance Guidelines 
 

Bed control structures, 
weirs and 
grade controls 

1 No Maintenance Fully effective 
2 Minor Debris clearance required  
3 Medium Component replacement/extension required 
4 Major Structural deterioration 
5 Uncertainty Structure failure 

Groynes (permeable, 
tree) 

1 No Maintenance Fully effective 
2 Minor Loose ropes, debris loading 
3 Medium Components need replacing 
4 Major Effectiveness reduced e.g. outflanking 
5 Uncertainty Structure failure 

Drainage channels 1 No Maintenance Fully effective 
2 Minor Localised blockage clearance/chemical treatment 

to control weed growth that is marginally affecting 
performance, minor impediment to flow 

3 Medium Significantly ineffective drainage requiring 
mechanical clearance  

4 Major Major slumping, loss of gradient, structural 
damage, culvert collapse or obstruction 

5 Uncertainty System failure 
Tied tree work, PMU 
and lateral fence 
erosion protection work 

1 No Maintenance Fully effective 
2 Minor Minor displacement of elements 
3 Medium Damaged elements 
4 Major Exposed bank/major damage 
5 Uncertainty Structural failure – beyond repair 

Rockwork, concrete rip 
rap and 
rock groynes 
Hard edge protection 

1 No Maintenance Fully effective 
2 Minor Minor vegetation/debris presence 
3 Medium Minor loss/slumping, protruding steel 
4 Major Major loss/slumping/outflanking 
5 Uncertainty Structure failure 

Stopbank: 
Maintenance  

1 No Maintenance Fully effective 
2 Minor Poor grass cover, stock tracking 
3 Medium Bull/rabbit holes, no grass cover, trees, gorse, 

blackberry 
4 Major Deformation, crest dips or narrows, berm okay 
5 Uncertainty Refer to Area Engineer 

Stopbank: Design 
 

Design Rating 1  Stopbank crest is equal to or exceeds the 
calculated flood profile for the Scheme and       
350 mm freeboard 

Design Rating 2  Stopbank crest is equal to or exceeds the 
calculated flood profile for the Scheme 

Design rating 3  Stopbank crest is below the calculated flood profile 
for the Scheme 

Stopbank: 
Structural 

Structural Rating 1 Low risk of 
geotechnical failure 
during overtopping 

Batters and crest width to Scheme design criteria 
and geotechnically sound, with correct material 
(>30% silt/clay) properly compacted 

Structural Rating 2 Low risk of 
geotechnical failure 
when bank full flood, 
high risk of failure 
when overtopped 

Batters steeper and crest width narrower than 
Scheme design criteria. Old stopbank constructed 
without a specification and with unknown 
geotechnical status. Silt content adequate, 
compaction below standard 

Structural Rating 3 High risk of 
geotechnical failure at 
less than bank full 
flood 

Geotechnical properties known to be marginal 
Foundation/stopbank has sand content high 
enough to create low risk of piping failure 
Peat layers present in stopbank or foundation 

Protection planting 1 No Maintenance Fully effective 
2 Minor Layering or infill planting required 
3 Medium Partial replacement required  
4 Major Dead/destroyed 
5 Uncertainty Refer to Area Engineer 
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Appendix B 

Unit Rates and Valuation Methodology 
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Appendix B 
 

 

To determine replacement costs of assets, either unit rates or works costs have been calculated 
for each asset sub-type.   
 

Asset Type Design and 
Supervision on Cost 

Compensation Unit Rate $ 

Tied Tree Works 14% - 147 / m 
Protection Planting 14% - 8,786 / ha 
Rock Lining 7.5% - 65 / tonne 
Concrete Rip Rap 7.5% - 65 / tonne 
Gabions  - CGPI factor (4) 
Iron and Mesh Work (PMU) 14% - 363 / m 
Tree Groynes 14% - 89 / m 
Grade Controls  - CGPI factor (4) 
Weirs  - CGPI factor (4) 
Stopbanks  10% Stopbank formula 
Drainage Channels 14% - Drainage formula 

 
Drainage Formula – Scheme Drain Valuation Formula 
 
The following formula is used to value all Scheme drainage channels: 
 
a. for 1:1 batter drains: 

Value = drain length x cost per cubic metre x [(top width x depth) – (depth x depth)]; 

b. for vertical side drains: 

Value = drain length x cost per cubic metre x (top width x depth); 

c. that when the depth of the drain is less than or equal to half the top width the drain will be 
assumed to have 1:1 batters; 

d. that when the depth of the drain is greater than half the drain’s top width it will be 
assumed that the drain will be square (ie. vertical sides); and 

e. the unit rate of $2.76 per m3 be applied to all Scheme drainage channel assets. 

 
 
CGPI Factor (number) – Capital Goods Price Index Valuation Formula 
 
The Capital Goods Price Index (CGPI) provides a means of determining the present value of an 
asset constructed in the past, as shown in the table below: 
 

CGPI 
Factor CGPI Asset Type Scheme Assets June 

2001 
June 
2005 

June 
2008 

June 
2011 

1 Earthmoving and site work Stopbanking, Dams 1072 1235 1423 1574 

2 Other construction Floodgated structures 1075 1230 1381 1385 

3 Irrigation and land drainage Drainage, Culverts 1220 1635 2235 2618 

4 Reclamation and river control All other river works 1062 1178 1345 1441 
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 Appendix B 

 

 

Stopbank Formula – Scheme Stopbank Valuation Formula 
 
The following formula was derived during the revaluation process in 2002, and is still 
appropriate today.  Dimensions are averaged over the extent of the stopbank asset. 
 
Valuation = C x (stopbank length) x [$V x (2 x height x height + width x height) + $A x (4.47 x 
height + width) + $F]. 
 
The parameters and unit rates are shown in the following table:  
 
C 1.10 Factor for compensation and reinstatement cost, e.g. C = 1.10 means 

that compensation and reinstatement adds 10% to construction costs. 
$V $ 5.25 That component of the construction cost which is proportional to the 

volume of the stopbank. 
$A $ 0.99 That component of construction cost which is proportional to the surface 

area of the stopbank. 
$F $ 14.65 The cost of one linear metre of fence. The total length of fencing is 

assumed to be equal to the length of stopbank. 
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Ten-Year Financial Forecast 

250



Appendix C  
 
 

 

 
 
 
 
 
 

251



 

 

 
Appendix D 

Asset Register 
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Measured Performance of Scheme Assets 
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Levels of Service and Performance Measures 
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Appendix G 
Flood Loss Curve 
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A Significant decision? 
          If Yes No Item No:  11  

Date:  12/10/2011  
Report No:  11-182  
File No:  ELM 6 00  

Do recommendations meet 
Significance Policy and LGA 
requirements? 

 

 
 

SUSTAINABLE LAND USE INITIATIVE - STRATEGIC PLAN 2011-12 

PURPOSE 

1. This item is to present to Members the Sustainable Land Use Initiative (SLUI) - Strategic 
Plan for 2011-12. 

FINANCIAL IMPACT 

2. There are no financial impacts associated with this report.  The Strategic Plan actions 
presented are budgeted in full.  

COMMUNITY ENGAGEMENT 

3. This item deals with operational aspects of the SLUI programme previously articulated in 
Councils Annual Plan and previous Operational Plan, therefore community engagement 
is not necessary.  

BACKGROUND 

4. As requested by Council a Strategic Plan for SLUI has been prepared to coincide with 
the securing of a second four year funding agreement with the Ministry of Agriculture and 
Forestry (MAF) and its Hill Country Erosion Fund (HCEF).   

RECOMMENDATIONS 

5. That the Committee recommends that Council: 
 

a. receives the Sustainable Land Use Initiative (SLUI) – Strategic Plan 2011-12. 
 
 
 
 
C C Mitchell 
GROUP MANAGER ENVIRONMENTAL MANAGEMENT 
 
ANNEX 
 
A Sustainable Land Use Initiative Strategic Plan 2011-12 

(This is a separate document to be distributed to Councillors – copies will be made 
available on request).  
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A Significant decision? 
          If Yes N Item No:  12  

Date:  12/10/2011  
Report No:  11-175  
File No:  ELM 6 00  

Do recommendations meet 
Significance Policy (contained 
within the LTCCP) 

 

SUSTAINABLE LAND USE INITIATIVE (SLUI) 

PURPOSE 

1. This report is to update Members of the progress on Council’s Sustainable Land Use 
Initiative (SLUI). 

FINANCIAL IMPACT 

2. There are no financial impacts associated with this report. 

COMMUNITY ENGAGEMENT 

3. This report does not have any community engagement implications. 

PROGRESS TOWARDS TARGETS 

4. The 2011-12 target for completing Whole Farm Plans (WFP) is 100 WFPs or 55,000 
hectares mapped.  Of these, around 90 (90%) will be completed by our main contracted 
supplier, LandVision Ltd, the remainder by Horizons staff or another supplier. By 23 
September 2011 LandVision had mapped 20 properties. Table 1 summarises progress 
toward WFP development. 

 
Table 1: Whole Farm Plan Development – 23rd September 2011 

Whole Farm Plan Development 
 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 

Farms Mapped 46 89 80 81 65 20 
Draft Completed 46 89 80 81 65 13 
Completed 45 89 80 81 55 2 
Copy to Landowner 
(Active) 

45 88 80 81 41 0 

TARGET 40 80 80 100 100 100* 
CUMULATIVE (WFPs 
Completed) 

45 133 213 294 359 336 

 * 100 plans or 55,000 ha 
 
5. Implementation generally begins the year following the completion of the WFP.  The 

SLUI programme budgets on implementation taking at least five years to complete.  
Table 2 summarises implementation progress to date. 

 
 Table 2: Implementation Progress – 23rd September 2011 

Whole Farm Plan Implementation 
 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 

Total  WFPs 45 133 213 294 359 361 
Works Programmes Planned *1  45 133 213 294 334 
Works Started *2  40 

(89%) 
116 

(87%) 
189 

(89%) 
254 

(86%) 
276 

(83%) 
Projects Completed  (Jobs) 13 67 99 191 203 20 

 *1 plans delivered 
 *2 work carried out or agreed to start this year, cumulative 
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6. For the financial year to 23 September 2011 the 20 individual implementation projects 
completed have had a grant cost of $179,700. 

 
Table 3: Work Types and Grants 1 July 2011 – 17th September 2011 

Work Type Number 
of Claims 

Total Cost 
($) Grant Paid ($) Grant Rate – 

Average (%) 
Hectares 
Treated 

(Ha) 
Afforestation 3 115,110 57,555 50 90 
Retirement 3 44,617 30,090 67 5 
Managed retirement 1 3,088 2,162 70 19 
Riparian retirement 9 138,623 77,522 56 58 
Space planting  1 2,894 868 30 1 
Structures Earthworks      
Wetland  1 770 385 50 1 
Other *1 2 49,873 14,285 29  
Grand Total 20 350,453 179,700 51 174 
*1  – digger work for; 1  fencing and 2 alternative water supplies as a result of riparian retirement. 

ACTIVITY SUMMARY 

7. All this winters forestry planting has been completed, this includes all AGS projects (six), 
four major grant projects and the replant of the Forestry Right on Ridge Road 
(Pohangina). Release spraying has just begun and should be completed by late October. 

 
8. MAF are undergoing internal restructuring, one outcome has been we have a new 

contact with MAF regarding day to day reporting. Amanda Evans now takes over from 
Loretta Dobbs. Amanda has visited Horizons and met key SLUI staff as well as having a 
short field trip to view SLUI in action. 

 
9. In the last Catchment Operations report it was noted that the AGS report had been 

completed but not released. This document has now been released and is available on 
the MAF website (http://www.maf.govt.nz/news-resources/consultations/forestry-
schemes-review). It appears at this stage that this report will be received by Government 
and that we will need to wait until after the election and MAF restructuring before officials 
will make recommendations to Government.   

 
10. The first joint MAF/Horizons governance group meeting for the year was held on the 15 

September. Jon Roygard presented a summary of the science work being done 
alongside SLUI. We also presented some options for funding “managed retirement” for 
MAF approval, with the agreed outcome to present a couple of completed projects for 
final sign off at the next meeting in December. Other items discussed included; what 
types of works constitute the “other” category (see Table 3), budget phasing to allow for 
better reporting to MAF, risks to SLUI and MAF restructuring.  

 
11. The end of year report and final invoice to MAF were sent in early August. The final 

payment of $363,000 is due to be paid this month. 
 
12. A spreadsheet to manage priority assessment is continually updated for proposed WF 

Plans.  The priority list for 2011-12 Whole Farm Plans (WFP) stands at 36 properties.  
Staff are managing the names that go onto this spreadsheet slightly differently than they 
have in previous years. In the past any landowner who expressed a reasonable interest 
in getting a WFP was included. Now the list is much more immediate and we only include 
those ready and fully committed to the process and only those where we have a 
reasonable expectation of the mapping being started within the next two to four months. 
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13. As noted in point three, two WFP have been completed to date, another 18 have been 
mapped. Interestingly the area mapped by LandVision in the 20 plans is 12,724 hectares, 
an average of 636 ha per property (last year the average property was nearly 1,000 ha). 
Of the 36 on our list, only six have refused the offer of the business assessment.  

 
14. Staff have carried out an update on the number of WFP that are being implemented. Of 

the 296 plans completed to June 2010, 256 have been assessed as “Being 
Implemented”, (86% against our internal target of 85%). Of the 40 either “On Hold” or 
“Delivered” the major reasons given for not implementing are; 
• 7 - property sold, new owner not keen or still to decide 
• 4 - major personal disruptions in family (death or illness) 
• 9  - financial 
• 2 - had implemented major works and have now stopped (there are still works to do) 
• 18 - not interested or more follow up required 
The second phase of this assessment is for staff to review all these properties and 
reassess, make contact with landowners and hopefully bring some back into “Being 
Implemented”. 

 
15. Table 3 shows the full breakdown of works by type for this year. This is a quiet time of 

year for claims as winter planting gets completed and landowners are busy with lambing. 
Claims generally start to come to charge from November onward. At this stage last 
financial year we had processed 20 claims worth $400,000 in grant.   

 
16. A deposit has been paid to secure pine seedlings for the 2012 winter programme 
 
17. Two carbon investment companies made contact during this period, one made a short 

presentation to staff at Horizons offices. This organisation has a “lease in advance” 
option for forestry not unlike our own.  

 
18. We have been asked to provide copies of three WFP to land agents in order to market 

properties. In each case we contacted the landowner who approved our passing on this 
information. 

 
19. The advert used in local newspapers was picked up by a number of media outlets 

including most of the local papers, the Dominion Post, Dairy News, Country TV, Radio 
Sport and Radio New Zealand Morning Report. As follow up Tony Gray (WFP 1) was 
interviewed by Radio NZ and Straight Furrow have asked for contacts to do their own 
article – See Annex B. 

 
20. Staff have supported a number of information and advisory activities including; inspecting 

a Permanent Forest Sink Initiative (PFSI) eucalypt and radiata forest in the Waitotara 
Valley, being interviewed by a Massey student studying SLUI for an honours project and 
hosting staff from Waikato and Taranaki Regional Councils. This included visiting a 
landowner with a Forestry Right/Joint Venture. 
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RECOMMENDATIONS 

21. That the Committee recommends that Council: 
 

a. receives the information in Report No. 11-175 and Annexes 
 
 
 
C C Mitchell 
GROUP MANAGER ENVIRONMENTAL MANAGEMENT 
 
ANNEXES 
 
A Map 1 - SLUI Overview Target Farms and Priorities 
B Map 2 – SLUI Overview and Plan Progress 
C Map 3 – SLUI Overview Implementation Progress 
D SLUI Advertisement 
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A Significant decision? 
          If Yes N Item No:  13  

Date:  12/10/2011  
Report No:  11-185  
File No:  ELM 6 00  

Do recommendations meet 
Significance Policy (contained 
within the LTCCP) 

 

 

PROTECTION MECHANISMS FOR LARGER SCALE GRANTS AND INCENTIVES 

PURPOSE 

1. This report is to provide members with a background to larger scale grants and 
incentives provided as part of the Sustainable Land Use Initiative (SLUI) and to outline 
the mechanisms that are available to protect any financial or physical contribution made 
as part of these grant or incentive initiatives. 

FINANCIAL IMPACT 

2. There are no financial impacts associated with this report. 

COMMUNITY ENGAGEMENT 

3. This item deals with operational aspects of the SLUI programme previously articulated in 
Councils Annual Plan and Operational Plan and therefore community engagement is not 
necessary.  

BACKGROUND 

4. In its first SLUI Operational Plan (2006-07) Council set out a very clear framework that  
not only outlined the types of work that it would undertake as part of SLUI, but also the 
range of grants and financial contributions it deemed fair and appropriate for the range of 
‘works’ anticipated. 

 
5. The underlying philosophy for the various grant levels available to operational staff in 

order to incentivise works programmes was based on a ‘regional good’ approach. In this 
way a project that had a high degree of regional benefit in the form of reduced 
sedimentation and /or improved water quality could qualify for a grant as high as 70%-
90% of the total implementation costs. Conversely, a programme where the benefit was 
mainly ‘on site’ would qualify for a lesser grant, along the lines of Councils existing and 
well founded Environmental Grant (EGrant) process (i.e. 30% grant rate). 

 
6. Council endorsed this approach and over the subsequent four operational years  

management have introduced further processes to apply some rigour around the 
environmental score and ultimately the grant applicable for each new works programme 
coming on to the books. 

 
7. This process is typically applied to grants of over $25,000 and at the top end is applied to 

large scale forestry operations that can cover significant areas (as high as 1,000 ha in 
some cases). This can also involve significant sums of money (incentives). It is important 
to note that forestry operations where Council has a forestry right and an ‘interest’ in this 
forestry are dealt with using a separate process endorsed by Council, involving 
independent valuation, forestry calculations and independent financial advice. 
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 Afforestation Grants Scheme (AGS) Funding 
 
8. In the past four years Council have incentivised forestry on a grant basis for well over 

3,000 hectares of afforestation.  A good proportion of this establishment has been 
subsidised using Governments Afforestation Grant Scheme (AGS) with Horizons for its 
part only providing cash flow relief (i.e. purchasing trees and organising planting in some 
cases).  This cash flow relief is often the ‘extra’ that gets the project over the line with the 
landowner and is seen as a vital component of the incentives toolbox.  

 
9. To date afforestation projects incentivised in this way (i.e. using cash flow relief and AGS 

grants) have had a dual protection mechanism that has served Horizons well. Firstly, all 
successful AGS applications have a detailed contractual arrangement (with the 
Government) under pinning them, so in this way once the trees are in the ground they 
have no chance of being removal by fair means or foul, without the landowner being held 
liable. Secondly, where HRC do act by providing cash flow relief a formal agreement is 
put in place whereby the landowner agrees to pay back the ‘advance’ out of his AGS 
proceeds when they are received. Until recently all AGS payments were passed through 
Horizons accounts which offered an added protection for Council’s cash in that Horizons 
pays out the AGS to the landowner net of expenses owed. 

 
10. As an aside it is important to note that all AGS payments from MAF due sometime in 

November – December 2011 will now be made directly to the land owner and therefore 
an alternative protection mechanism will need to be put in place before this time (if 
Horizons were to continue to cash flow these types of operations). However, over time, 
and despite its overwhelming success, not only has the AGS scheme been trimmed in 
the financial sense but significantly truncated and will now finish in 2012. This of cause 
makes any urgency for alternative protections somewhat of a moot point.  

 
 Horizons Grants for Forestry  
 
11. As the AGS has become redundant and / or oversubscribed Horizons has filled this gap 

by directly supporting afforestation using direct cash grants combined with cash flow 
relief in some cases. To date there have been three significant forestry projects funded in 
this way, starting with a 1,300 hectare block on the Region’s East Coast, two years ago 
and recently a 1,200 hectare planting in the Retaruke area. The former job was the 
subject of robust debate at Council’s Audit and Risk meetings which ultimately resulted in 
this new ‘tool’ being introduced into the SLUI toolbox along with a process whereby the 
projects would be evaluated, financially assessed and funded.  

 
12. Until recently the protections put in place for this type of work have worked extremely 

well. A requirement to register the forest into a recognised legal framework has protected 
the trees once they are in the ground, as to has the suite of Rules contained in our 
existing and proposed regulations.  The main form of protection is typically in the seeing 
the forest being registered under the Forestry Registration Rights Act or more commonly 
registered into the Emissions Trading Scheme.  Invariably operations of this magnitude 
result in destocking and the farming enterprise is usually reliant on the secondary cash 
flow provided by the ETS and hence there are good synergies between the two desired 
outcomes sought by both Horizons and the landowner – the trees are protected and the 
farming has enough cash to get the project over the line. 

 
13. Where Horizons has acted in cash flow role (i.e. providing cash flow relief for the likes of 

tree purchases etc.) these funds have been protected using Council’s formal EGrant 
agreement, whereby the terms and conditions of repayment are clearly articulated. 
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 Splitrock Station 
 
14. In the latest example a forestry venture with a substantial two year planting programme 

successfully planted 300 hectares in 2010 and paid back its cash advance, on time in full. 
The second planting started in July 2011 and was originally planned to cover up to a 
further 600 hectares. This second planting was also supported by an agreed grant but 
also provided with cash flow relief, starting as far back as August last year, when 
Horizons first committed to the purchase of trees on behalf of the landowner. This 
arrangement was secured by the successful (up to now) process of (a) forestry 
registration and (b) environmental grant documentation. However, as planting on the 
property reached the 75% completed stage a very sudden foreclosure was placed on the 
farm and Horizons was thrust into the unenviable position as an unsecured creditor. 

 
15. At this point the trees themselves remained secured through registration and other 

regulatory rules relating to vegetation clearance and forestry, but in this situation the 
grant repayment owing or advanced to date is not. At this juncture Horizons have 
committed to approximately 60% of the overall anticipated costs at a net cost of $50-
$60,000 above what was originally budgeted for.  While we have approximately 75% of 
the area planted for these costs, the final relatively expensive release spraying (a further 
$100-120,000) has not been started and is suspended pending an outcome. 

 
16. Environmentally these trees, if nothing else was to occur, would deliver on their SLUI 

outcomes of reducing sediment runoff from the erosion on this landscape. However, 
without the release spray the commercial values and carbon sequestration potential is 
somewhat compromised. 

 
17. A verbal update will accompany this report, updating Council on the current status of this 

forestry venture. 

SOLUTION 

18. A simple and pragmatic solution to this unforeseen situation is to ‘register a financial 
interest’ in the property at the time of agreeing any grant rate.  This is a relatively simple 
and inexpressive (approximately $50) process that registers the financial interest 
Horizons has in the property, against the title. In this way Horizons becomes a secure 
creditor, second in line to only the Mortgagor (Banks) and the Inland Revenue 
Department. 

RECOMMENDATIONS 

19. That the Committee recommends that Council: 
 

a. receives the information in Report No. 11-185; 
 
b. endorses the introduction of a new financial protection mechanism whereby 

Horizons secures any grants or cash paid in advance by way of a Register of 
Financial Interest 

 
 
C C Mitchell 
GROUP MANAGER ENVIRONEMTNAL MANAGEMENT 
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