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9.1

WAINGAWA WATER STORAGE PROJECT

The Council is satisfied that, pursuant to s48(1)(a)(i) of the Local Government Act 2002, the information to be
received, discussed or considered in relation to this agenda item is:

s7(2)(h) the withholding of the information is necessary to enable Council to carry out, without

prejudice or disadvantage, commercial activities.

PURPOSE

For the Council to consider the findings of the business case for the Waingawa
Water Storage Project and to consider progressing through to the pre-construction
stage of the project.

SIGNIFICANCE

The matters for decision in this report are not considered to be of significance
under the Significance and Engagement Policy.

BACKGROUND

The Waingawa Industrial Park has been identified as a key area for future industrial
growth in the Wairarapa and Greater Wellington region. Its favourable topography,
proximity to the railway, access to renewable energy, and the recent establishment
of a process water facility make it an attractive location for a variety of industries to
consider setting up operations. The Wellington Region is short 698ha of Industrial
Land according to a recent report released by the Wellington Regional Leadership
Committee. The report is included as Attachment 1.

The new process water facility, which is scheduled for completion in July 2025, will
provide the Waingawa industrial area with access to affordable water at
approximately 50% of the cost of treated water. This development has the potential
to attract new "wet industries" to the region, and to significantly boost the local
economy. Increasing the volume of water available for processing will serve as a
substantial economic multiplier for the area.

Annual yields from irrigated farmland can be significantly higher than unirrigated
land, sometimes by as much as 100%. Additional irrigation capacity can greatly
benefit the farming community, and if located close to the industrial area, can also
provide significant economic benefits for industrial users. It is for this reason that
water storage in the Waingawa area has been discussed for decades.

On 19 February 2025, officers applied to the Ministry of Business, Innovation and
Employment — Kanoa for funding for the Waingawa Water Storage Concept Project
through the Regional Infrastructure Fund. The outcome of this application is
included in Attachment 2.
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At the same time, Vitruvius was contracted to conduct a project feasibility study,
which was completed by 28 February 2025. Additionally, they prepared a project
business case, which was finalised on 15 May 2025. The full Vitruvius Business Case
is included as Attachment 3.

On 22 May 2025 officers received notification from Kanoa that it had been
successful in its application for funding.

DISCUSSION

The Business Case for Additional Water Storage in the Waingawa Industrial Area

Summary:

“The economic and financial case for the project demonstrates its significant long-term
economic viability. The project is projected to deliver substantial benefits to the region,
including increased industrial output, enhanced agricultural productivity, and regional
economic growth. These benefits, quantified through the cost-benefit analysis, confirm
the project's potential to generate a positive return on investment and contribute to the
Wairarapa's economic resilience.” — Waingawa Water Storage Facility Business Case
(Attachment 3, page 45).

Key findings:
* The Business Case is not dependent on grant funding.
*  Benefit Cost Ratio (BCR): 2.1 (Option A) - page 36
*  BCR Sensitivity Analysis: 1.4 — 2.6 - page 37
* Total net profit (undiscounted) at 40 years: $110,986,000 - page 45
* 352 new jobs — Economic stimulus of $38,991,166 per annum - page 27

* Net profit from Gravel - $1,790,000 — page 30

Notable Considerations:
* Construction estimates include 50% contingency
* Conservative uptake of 20 years
* Extraction and sale of aggregate only focused on the dam area — could be increased

*  Process water will be accessible from July 2025; therefore, uptake can commence

A project that has a Benefit Cost Ratio (BCR) that is greater than 1 indicates it will
produce more income, than it costs to generate the income. The BCR calculation is
discounted, that is:it takes into account the timing difference between investing capital
now, and earningincome in later years.

The Waingawa Water Storage Project business case has a BCR of 2.1 indicating that for
every $1.00 spent, it will generate $2.10 of income. Even when considering the
potential for project risks to increase, adversely impacting costs or returns, the
sensitivity analysis still indicates a positive BCR of 1.4 : 1.

The Business Case focusses on providing water to industrial users as the highest value
user group. Providing water for agricultural irrigation is also a viable option.

Agricultural users are likely to take longer to invest in irrigation infrastructure, hence the
initial focus on industrial users.
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The Business Case also assumes that a suitable area of land can be acquired for the
purpose of storing water, that is within close proximity of the Water Race network and
the Waingawa Industrial area. Option A of the Business Case requires a minimum
effective area of 10 hectares, while Option B requires 20 hectares effective is available
to complete this project.

PROPOSED LOCATION
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Securing a site to undertake the Waingawa Water Storage project is a critical element
of Phase 1. Management will continue to investigate options to secure a suitable site
if neither of the above two sites are able to be secured.

6. OPTIONS

The concept of a large-scale water storage project in Waingawa has been discussed for
a number of years and is fairly well understood. Carterton District Council is also in a
unique strategic position in which it can choose its role'in the future of the Water
Storage Facility.

Exactly what role Council should take in the development of non-potable water supply
is less clear. The supply of non-potable water could be considered as outside core
activities. The investment in this project is also not considered or budgeted for in the
Council’s 2024-34 Long-Term Plan.

Council has however, pursued a strategy to develop the Industrial area of Waingawa
further, including the significant investment made in Process Water, which is
scheduled to become operational in July 2025. Further development to support the
Waingawa Industrial area is consistent with this strategy, as well as the Combined
Wairarapa District Plan.

The options include:
Option 1 - Do Nothing

The Business Case produces a positive BCR, which means it could be funded by any
entity with sufficient appetite to undertake the investment. This could be a private
investor, property developer, industrial user, iwi entity, or Territorial Authority.

Carterton District Council owns the water race resource consent for the diversion of
water from the Waingawa River into the water race network. This resource consent is
held on behalf of all water race owners.

A significant amount of water available under this resource consent is not being
utilised and could'be available for recharging a large water storage reservoir during the
winter months. Charging a large water storage reservoir during winter would not
impact water race owners, who are unlikely to need the water race for irrigation
during winter. A private investor developing this project would need to obtain
permission to take water from the water race network from Council. Other than this,
there appears to no impediment for a private developer wishing to undertake this
project.
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Option 2A — Develop, Own, and Operate the Asset

Under this option CDC would underwrite the investment, construct the water storage
facility and associated infrastructure, own and operate the asset, which includes selling
all available water to users. Any profits remaining after paying operational costs, and
repaying debt, would be retained by the Council for the benefit of the ratepayers.

Underwriting the investment comes with both risks and opportunities. In the event the
project is delivered for a cost that is lower than forecast in the Business Case, the
expected BCR would increase accordingly. This additional benefit would accrue to
Carterton District Council. Conversely if the project is overspent, this cost would be
borne by CDC, and the BCR will be negatively impacted.

Under this option, the operational costs of the Waingawa Water Storage project would
include a share of Council overheads. The inclusion of an additional activity to share a
portion of Council’s overheads would, all other things being equal, result in lower overall
rates increases, but not materially so.

Option 2B. Establish a Special Purpose Vehicle (SPV) with Council Shareholding

Under this option CDC would establish a new entity called a Special Purpose Vehicle
which could be a limited liability company, a limited partnership, a trust or joint venture.
Shares in this Special Purpose Vehicle would be sold to potential investors, providing
funding for the construction of the water storage facility, and reducing the need for
debt. The target would be to sell more than 50% of shares in the SPV, so the entity was
not included in CDC's financial reporting or be consolidated in Council’s Local
Government Funding Agency (LGFA) debt limits.

The balance of construction funding not raised from selling shares would need to be
borrowed. Depending on the levels of participation from other partners, this borrowing
may need a guarantor to support it, which would likely be Council.

CDC would undertake construction of the water storage facility, on behalf of the SPV.
The resulting asset would be owned by the SPV, not Council. Cost savings, or cost
overruns occurring during construction would accrue to the SPV.

The SPV would operate the asset, which includes selling all available water to users. Any
profits remaining after paying operational costs, and repaying debt, would accrue to the
SPV. As a shareholder Council would be entitled to sharing in these profits, depending
on the percentage of shares held, and any shareholder agreements.

Council may be able to repatriate the profits in cash, via dividends, depending on the
cashflow of the SPV, the shareholding of Council, and / or the views of other
shareholders. However, it is expected that any potential dividend payments would likely
be some years in the future.

Being separate from Council, the operational costs of the Waingawa Water Storage
project would not include a share of Council overheads.

Option 3. Establish a Stand-Alone SPV — with No Council Shareholding

Under this option CDC would establish a new SPV and sell all shares in the SPV to
investors. In parallel, CDC would continue to develop and construct the water storage
facility to the point of practical completion.
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Once complete, the asset, debt, operations and ownership of the water storage facility
would transfer over to the SPV, and Council would have no further role to play.

All the risks and benefits of the water storage facility would accrue to the SPV.
Summary

Balancing the above options involves consideration of the benefits and risks
involved.

The potential benefits for Council include:

e Potential profit from the supply of industrial water, offsetting other Council
costs.

e Upliftin land value of industrial/surrounding area — this would have a positive
impact on urban and rural ratepayers.

e Utilisation of consented water take.

e Improved reputation with central Government and the community — with
our ability to deliver on commitments, and capital projects on time, on
scope and on budget.

e Additional (albeit not material) offset of Council overheads costs.

e Improved reputation — for supporting economic development, stimulating
the economy and job creation.

Some of the potential risks include:

e Inability to secure a suitable site.

e Inability to secure funding for the project (either through Kanoa, or LFGA)

e Cost overruns reducing the BCR below 1.

e Delays in earning revenue from the sale of water.

e Changes to the Water Race resource consent restricting the amount of
water which can be utilised for water storage.

e Negative feedback from downstream water race owners.

e Lack of business development in the Waingawa Industrial area, especially
businesses with high water demands.

NEXT STEPS

It is proposed to deliver the project in two stages. The project will follow a phased
approach, with Phase 2 dependent on the successful completion of Phase 1 to the
council's satisfaction.

Phase 1 — Pre-Construction:

e Land purchase

e Resource Consent Strategy and Assessment.

e Market analysis

e Legal advice on Significance and Engagement requirements
e Procurement

o Field investigations

e Project detailed design for construction

e Consultation with key stakeholders, including lwi

e Update of Project estimate.

e Special purpose vehicle (SPV) design and options review

Item 9.1
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Phase 2 — Construction and Commercial arrangements

e Implementation of SPV, if required
e Construction of the project
e Commissioning of the facility

8. CONSIDERATIONS
8.1 Climate change
Water Storage will provide resilience to some of the effects of Climate Change.
8.2 Tangata whenua

Water is of significance to Maori and therefore the matters in the report might be
of interest to Maori. If the project proceeds, we will seek endorsement and input
from Maori.

8.3 Financial impact

The total project estimate for both Phase 1 and Phase 2 is'$25,000,000 including
contingencies.

It is proposed that the project could be funded through:

1. CDCLGFA loan $5,000,000
2. Kanoa Preconstruction loan Sl ESIHE $3,000,000
3. Kanoa Construction loan $17,000,000

The Kanoa loans require il Co-Funding. The initial preconstruction loan requires
BHBIEI of co-investment, while the Construction loan requires a further co-

investment of RN

Depending on discussions with the landowners, the land purchase may require up
to $3.5m of investment. It is recommended that CDC secures the land purchase
independently from the Kanoa loan, as a majority portion of our co-investment. In
the event the project does not proceed CDC will be able to realise this investment
through disposing of the surplus land.

If the overall value of the project is delivered for less than $25m, the co-investment
portion will be adjusted accordingly.

The Kanoa loans, along with capitalised interest, will be finalised on completion of
the construction phase. Repayment terms have not yet been agreed, but it is
expected to include annual repayments, which may be deferred for a period until
new users are connected and being charged.

Key benefits of accepting Kanoa Loan

Phase 1 of the project will be delivered through a Sl ENSIE o= SIS
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The involvement of Kanoa through a il ESIE 2nd with independent peer
review and oversight should provide additional confidence in the viability of the
project, and the project team.

8.4 Community Engagement Requirements

The matters for decision in this report (progressing with Phase 1) are not
considered to be of significance under the Significance and Engagement Policy.

A decision to progress with Phase 2 (construction) may be considered differently
under our Significance and Engagement Policy, and will need to be critically
reviewed at that time.

8.5 Risks

The success of the project is dependant on a number of factors which will be
further clarified and better understood following the completion of Phase 1. This
milestone gate will provide Council with an opportunity to review new and updated
information before considering the larger investment required for construction of
the Water Storage facility — either Option A or Option B.

It is recommended CDC'’s co-funding investment is made through the purchase of a
suitable site to construct a water storage facility of at least 1,000,000 CUM i.e. at
least 20ha effective.

8.6 Wellbeings
Social

- Astrong and effective council providing trusted leadership.

Cultural

- Maori aspirations and partnerships are valued and supported.

Environmental

- Anenvironmentally responsible community committed to reducing our
carbon footprint and adapting to climate change.

Economic

- Quality fit-for-purpose infrastructure and services that are cost-effective and
meet future needs.
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File Number:

Author:

RECOMMENDATION

That the Council:

1.
2.
3.

Receives the report.
Agrees to proceed with Phase 1 — Pre-Construction of the project.

Notes that the Council will be presented the findings of Phase 1, before being
asked to consider either:

(a) Committing further investment and borrowing for Phase 2 or

(b)  Concluding the project is not viable and Sl ESITIIGEEE
|

Approves a Phase 1 project budget of $6,500,000 as unplanned expenditure
funded by a combination of:

e Up to $3,500,000 additional LGFA borrowing for a land purchase, and

e $3,000,000 Kanoa Pre—Construction-Loan

Delegates authority to the Chief Executive to negotiate and execute the
Kanoa EEIENSI 'oan agreement on behalf of Carterton District Council.

Delegates authority to the Chief Executive to negotiate and purchase suitable
land for the project.

461059

Johannes Ferreira, Infrastructure Services Manager

Attachments: 1. Industrial Land Reiort| WRLC 18 March 2025

3. Waingawa Water Storage Business Case
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COMMERCIAL ‘ RESIDENTIAL | RURAL

In determining the Market Value of the subject property we have considered (amongst others) the following factors:
Location

Recent sales for similar property

Value level and likely buyer profile

Current market conditions

Bank lending conditions (i.e. interest rates)

Y VVYVYYVY

In assessing our values consideration has been given to not only the historical sales evidence at our disposal but also
to anecdotal evidence to determine where the market may have settled on the effective date of valuation.

1.15 Basis of Value:
Market Value — “Market Value is the estimated amount for which an asset or liability should exchange on the date of

valuation between a willing buyer and a willing seller in an arm's-length transaction after proper marketing wherein
the parties had each acted knowledgeably, prudently, and without compulsion.”

1.16 Valuation Assessment:

Market Value (NZD), including chattels and GST, “As at Date of Inspection” and subject to the Special Conditions and
Critical Assumptions can be apportioned as follows:

Improvements $ 50,000 :

Land $2,700,000
Market Value (inclusive of GST, if any) $2,750,000

Note: Market value is defined within IVS as being “the estimated amount for which an asset or liability should exchange on the
valuation date between a willing buyer and a willing seller in an arm’s length transaction, after proper marketing and

117 Risk Analysis

\ Risk Type T ow \ low/Med  Medium Med/High ‘ High
PropertyRisk J o - - |
Location/Neighbourhood
‘Land (incl. planning/title)
_Environmental Issues

Improvements
Market Risk [

Reduce Value (next 2-3 yrs)

Market Volatility ) B S o o |
Local Economy Impact ) l

Market Segment Conditions

Note: Thisis a simplified risk analysis providing our opinion of the subject property as at the date of valuation, and is not a technical
analysis. The risk assessment is relevant to the prevailing market conditions as at the date of valuation and is based upon
the many factors that impact the property market. The risk analysis forms part of the full valuation report, however must
not be relied upon in isolation.

Norfolk Road 247_Carterton_Aug2025_PL Version 1 Page S5 of 24
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1.18 Risk Analysis Comment

Property Risk

Location/Neighbourhood ! N/A.
" Land (incl. planning/title) i N/A.
"Environmental Issues An Vope'hi stream fbfﬁ{ing pa}t of the Carterton Water Race runs along the eastern
| boundary with a small ‘ford” at end of access on to the property.proper. |
| Improvements N/A. ]
Market Risk l
Reduce Value (next 2-3 yrs) | Continued softening of labour market. I
| N - B | I I -
‘Market Volatility The market appears to have ‘stabilised’ and values ‘plateaued’ in 2025, although while

property interest has increased, this has not translated into increased property,
) values. Some resistance for land transactions with cost of construction a deterrent. |
Local Economy Impact N/A. l

Market Segment Conditions | Development blocks have a high associated cost to complete which inherently raises
their risk. As complete, with separate titles, there are currently a large number of
lifestyle blocks on the market as regulatory change will make these types of rural
I subdivisions more difficult in.the future. This has resulted in a current ‘glut’ as land
! owners have taken the opportunity to doso. This supply will most probably tighten in
| ) |futureyears. - !

1.19 Assumptions and Report Limitations

1. This valuation is current as at date of valuation only. The value assessed herein may change significantly and
unexpectedly over a relatively short period of time (including as a result that the valuer could not reasonably
have been aware of as at date of valuation). We do not accept responsibility or liability for any losses arising
from such subsequent changes in value. Given the valuation uncertainty noted, we recommend that the user(s)
of this report review this valuation periodically.

2. This valuation is subject to and conditional upon the property complying with the terms and conditions of all
relevant legislation and the requirements of Territorial Authorities, except as detailed herein.

3. The report has been prepared for valuation purposes only and is not intended to be a structural geotechnical
or environmental survey. We have carried out an inspection of exposed and readily accessible areas. Any areas
not able to be accessed/or are restricted, are assumed to be in a similar condition to those areas accessed. (if
they subsequently prove not to be, we reserve the right to reassess our market value accordingly). No enquiries
in respect of any property or of any improvements erected thereon have been made or any sign of timber
infestation, asbestos or other defect whether latent, patent or structural. We recommend that our
client/readers of the report make their own enquiries.

4, This report contains assumptions believed to be fair and reasonable at the date of valuation. In the event that
assumptions made based on information relied upon is later proven incorrect, or known by the recipient to be
incorrect at the date of reporting, JP Morgans & Associates reserves the right to amend the report if required,
and if necessary, reassess value.

5. Our valuation report and determination is for the sole use of the addressee’s stated on page 2 and assuming
no sudden market changes or variations may be relied on for a period of not more than 60 days from date of
inspection.

6. The valuation assumes vacant possession unless otherwise stated.
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7. The property value as assessed assumes development as per Resource Consent and that Development Costs
estimated are a reasonable reflection of actual costs. Should development costs vary in the case of the
development proceeding, we reserve the right to re-assess market value accordingly. This development is
considered to reflect the “highest and best” use of the property.

8. The existing sheds on the property are retained and will be included with proposed Lots 3 and 6. An
improvement allowance for same is incorporated.

9. The site and/or building/s are free of contamination and/or any stigma (associated or otherwise) that would
restrict existing or alternate use and/or impact on property value.

No other obvious property risks noted.

1.20 NZIV Valuation Standards

The following Valuation Standards have been adhered to:

o International Valuation Standards (effective 31 January 2025)
IVS100 - Valuation Framework
IVS101 - Scope of Works
1IVS102 - Bases of Value
IvS103 - Valuation Approaches
1IVS104 - Data and Inputs
IVS105 - Valuation Models
IVS106 - Documentation and Reporting
IVS400 - Real Property Interests (and Residential Valuation Standing Instructions V1.3)
IVS 410 - Development Property
. Guidance Papers for Valuers and Property Professionals
ANZPGP 201 - Disclaimer Clauses and Qualification Statements
ANZPGP 206 - Due Diligence
ANZVGP 110 - Considerations when Forming an Opinion of Value When There Is A Shortage of Market
Transactions
ANZVGP 111 - Valuation Procedures — Real Property
ANZVGP 112 -~ Valuations for Mortgage and Loan Security Purposes
NZVGP 501 - Goods and Services Tax (GST) in Property
° NZIV
Code of Ethics

Rules of Conduct

Norfolk Road 247_Carterton_Aug2025_PL Version 1 Page 7 of 24






Y ADVISONSN

COMMERCIAL | RESIDENTIAL ‘RURA[

The zoning permits subdivision of land parcels to smaller lifestyle blocks as a ‘Restricted Discretionary
Activity’. The minimum Lot Area as described in the Wairarapa Combined District Plan is 4 ha. The two
smaller blocks on the consented plan at 1 ha. are a variation from same, with balance being 4 ha. (or
close thereto).

2.9 Zoning Effect: No adverse effects. The land as a consented 12 Lot lifestyle development reflects the
‘highest and best” use of the property.

@t_?{ L/ght yel/olv jhadecT irea'jndicates q?é;iéiéntigl': zone g_rlde} PNC—‘Q Qpéra}i\;g l‘)ist;ict_Plan.r
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3. Land and Location

3.1 Location: Located in Waingawa, to the northern periphery of the Carterton District of the
Wairarapa region. This area is known for its rural lifestyle properties and is
approximately 10.3 km north of Carterton town centre. The property is closer to
Masterton, some 3.9 kilometres distant.

3.2 Neighbourhood: Surrounding properties in the immediate locality comprise a mix of lifestyle blocks
and farmland. Waingawa (adjoining State Highway 2) itself, some 2.4 kilometres
distant, forms an ‘Industrial’ precinct. Average resale attributes by local standards.

3.3 Site Description: A regular shaped pastoral land block that is almost ‘square’ in shaped, set back from
Norfolk Road frontage via an approximate 6.6 metre wide access that runs some 400
metres in length to the main land parcel.

The property is essentially flat and level in contour and has part of the Carterton
Water Race adjoining and running the length of the eastern boundary. This is an open
stream/water way with a small ‘ford’ across the access to the main block.

Some stone has been used from the property and may potentially hold some
economic benefit. As no reports or consents are available regarding this, it has been
excluded from our valuation analysis.

The property has a width of some 600 metres and an average depth of some 705
metres.

The property is currently subdivided into some 12 paddocks of similar size with a
central ‘run’. The property is deer fenced and is utilised as a deer farm.

Improvements include a Deer Shed, an implement shed and a hay shed. These
improvements are assumed to be retained and form part of proposed Lots 3 and 6.

3.4 Services: Water supply and sewage disposal are contained onsite.

Land éuwey_

We have made no survey of the property and its boundaries and assume no responsibility in connection with such matters. Unless otherwise
stated it is assumed that all improvements lie within the Title boundaries. Any sketch, plan or map in this report is included to assist the reader in
visualising the property and should not be relied upon as being definitive.

Unless otherwise stated, we have not undertaken investigations or been supplied with geotechnical reports with respect to the nature of the
underlying land. Unless otherwise stated, we have assumed the land to be firm and suitable ground for the existing and/or potential development
without the need for additional expensive foundation and retaining work or drainage systems.

Contamination

We are not experts in issues of site contamination and unless otherwise stated our valuation and report assume that the land and buildings are
unaffected by harmful contaminants or noxious materials which may impact on value. Verification that the property is free from contamination
and has not been affected by noxious materials should be obtained from a suitable qualified environmental expert.
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‘ The following images give an aerial view of the subject property, and an indication to the location within Carterton:

UPPER PLAIN
Mgsténon
West Taratahi - - T
KURIPUHNI
A SOuwAY
Waingawa
| 2/
3 o / HOMEBUSH
©
/
rrington Clareville
‘ East Taratahi
Carte/rton
P4
Source: Relevant Territorial Authority GIS Property Data Maps and Google Maps
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3.5 Earthquake Hazard

The property does not have any known seismic faults running through the same, with the main fault lines running to
south of same as shown below.

7

3.6 Flood Zones

The property does not have any known flood or ponding zones running through the same, as shown in the map below.

AN

Wairarapa Flood Zones
V] \ \ S0 Year - Wairarapa
[
N . 50 year flood zone
Extra Flood Hazard Zone
! l | erosion zone
B for flood info see WRC

100 Year - Greytown: Interim Flood Hazard Map - 1%
AEP (Base Flood Extent)
|

100 Year - Greytown: Interim Flood Hazard Map - 1%
AEP (Flood Sensitive Area)
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4. Consented Subdivision

We have been provided the consented Scheme Plan as shown below:

The Carterton District Council have approved the above 12 Lot lifestyle subdivision (Application No: 230049) on
the subject property dated 24 August 2023.

The Consent requires the development to be completed to comply with the Carterton District Council’s Land
Development and Subdivision Infrastructure Guide with works completed by appropriate and approved qualified

persons.

That Financial Contributions be paid by the consent holder with the total contributions for Reserve and Roading is
capped at $7,500 plus GST per Lot. (for Lots 1 - 11)

The consent expires in 5 years from date of decision. (23 August 2028)

Norfolk Road 247_Carterton_Aug2025_PL Version 1 Page 13 of 24
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The subdivision includes 12 Lots, two Lots at 1 ha. and the balance 10 Lots at circa 4 ha.

All Lots will be regular in shape and assumed to have conventional wire and batten boundary fencing to same.

Access will be via a formed compacted metal right of way, with power/data provided to each Lot.

Lot 6 will have the existing hay shed on same which is considered a functional improvement to the Lot.

Lot 3 will have the deer shed and implement shed on same. These will provide certain functional benefit to same.

Lot Sg M
1 10000
2 10000
3 41000
4 40000
5 42000
6 41000
7 40000
8 40000
9 42000
10 40000
11 40000
12 40000

Ha.
1.0000
1.0000
4.1000
4.0000
4.2000
4,1000
4.0000
4.0000
4.2000
4.0000
4.0000
4.0000

Norfolk Road 247_Carterton_Aug2025_PL Version 1
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5.1 Overview:

' Environmental
- Air and water pollutlon

i~ BlodlverSIty 7

- Climate change

.- Clean water and sanitation

1 - Carbon and other gas emissions

ESG is a framework used to assess the sustainability and ethical impact on society
and the environment. These factors may have an impact on the nature of a property
and its use and, therefore, may materially impact on the value. Examples of these
factors include, but are not limited to, the following:

“Social Governance
- Community relations - Audit committee structure
- Conflicts |- Board dlver5|ty and structure
- Customer satisfaction - Brlbery and corruptlon
- Da t:; protectlon and prlvacy 7 Donatlons R
- Human rlghts | = Institutional strength

Where appropriate, we have considered the ESG factors and regulatory environment
in our assessment of value. We note that these factors are often intangible, or can
be difficult to measure or quantify, particularly in regard to the Social and
Governance framework. Our analysis of comparable market sales does, however,
reflect the impact these factors may have on market conditions as at the date of
valuation.

Certain commentary refers to these matters throughout the report.
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6. Photos

s dde

y Mbr_gans ﬁroperty Advisors is not ;ekponsib/e for the condition and/or tic)iﬁeﬁs ¢;f ti;e;bbjéct broperty as rebresentedyin the ;;hotos
attached to the report. They provide a fair representation of the property as presented as at date of inspection.

Note:
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7. Market Commentary

The Carterton lifestyle property market in 2024 and 2025 has remained relatively resilient, retaining property values despite
experiencing challenging broader national and global economic environment and interest rate movements. The average capital
value of improved lifestyle properties in Carterton reached $879,000 by September 2023, an 18.9% increase since 2020, with
land values for lifestyle blocks averaging $400,000—a 13.1% rise in the same period.

Most recently, market data shows the average Carterton property value at $621,334 as of March 2025, with a minor decline
of 1.3% over the previous year, although this decline is less than the national average. On-the-ground sentiment appears stable,
with agents observing a modest but positive outlook for 2025 as interest rates have reduced and buyer confidence begins to
return. This is tempered by the continued ‘cost of living’ crisis and certain businesses under financial pressure.

Demand for lifestyle properties across New Zealand, including Carterton, strengthened in 2024, with national lifestyle sales
volume up 8.5% for the year to November 2024. Median prices for lifestyle blocks also increased, notably in many regions
despite a slight seasonal slowdown and longer average days to sell—now approximately 69 days nationally for such properties.
Local buyers and out-of-town purchasers remain active, drawn by Carterton’s mix of affordability (compared to Wellington
city), rural amenities, and connectivity to key transport routes.

The lifestyle market typically sees listings from $650,000 to well over $2 million, reflecting options for both entry-level and
premium buyers. Market experts broadly predict a rise in property values during 2025 if interest rates stabilise or ease further,
with increased buyer activity expected as the year progresses. This outlook suggests that, while the rapid price escalation of
previous years has slowed, Carterton’s lifestyle sector retains strong appeal, driven by the enduring desire for space,
community, and country living within commuting distance of Wellington. Again these comments are tempered by the above
cost of living conditions. General market commentary which is often led by real estate agents who benefit by positively may
be considered more optimistic than actual conditions experienced.

Lifestyle land values have been reasonably stable, although sale numbers have reduced as the cost to build, together with
associated site works and reporting have increased the cost to develop the same.

Economic Factors

Annual inflation increased slightly to 2.7% at the latest announcement on 21 July, up from 2.5% in the year to March 2025, this
followed seven consecutive drops from 7.2% in December 2022. Inflation remains within the Reserve Banks ‘targeted band’ of
1% - 3%.

Source: Stats NZ— Tatauranga Aotearoa
In its attempt to curb annual inflation, the Reserve Bank aggressively increased the Official Cash Rate between October 2021
and May 2023, the last increase being 0.25% to 5.50% on 24 May 2023. This marked twelve consecutive increases from October
2021 when the OCR was at a record low of 0.25%. With inflation now within the Reserve Bank’s ‘targeted band’, the OCR
stabilised at 3.25% as at the most recent announcement on 9 July 2025. This is the same level as at the 28 May announcement
and follows successive drop in OCR since August 2024.. The Reserve Bank has commented that if economic conditions continue
to evolve as projected, further OCR cuts may be made throughout 2025.

The three months to March 2025 showed a small increase in GDP at 0.8% following a 0.7% increase in the December 2024
quarter.

Source: Iig_;ervg Bank of New Zealandi and Stats Nz Websites.
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The following vacant lifestyle block sales have been included to provide ‘as complete’ values for the 21 Lot
development. This forms part of our valuation analysis herein. Location and land size variations have been considered

where required.

| 841 Chester Road

365 aringa Road
691 Cromwell Road

é 593 East Taratahi Road

| 16 Taratahi Park Lane

1

I 82 Connollys Line

104 Jordon Road |

183 Hughes Line

} 126-130 Norfolk Road

Market Factors:

Mar-25

$300,000

Mar-24
$300,000
Mar-24
$390,000
Oct-24
$400,000
Sep-24
$375,000
Feb-25
$375,000
May-25
$476,000
May-25

$485,000

Mar-25

$715,000

$800,000

Land Area: 1.5480 ha.

Equates to: $19.35/sq m

Comment: A long narrow land parcel situated further
distant from Masterton/Carterton. Inferior location and
land shape. B

Land Area: 1.2360 ha.

Equates to: $24.27/sqm

Comment: A diamond shaped land parcel. Inferior
location. o

Land Area: 1.1804 ha.

Equates to: $33.04/sq m

Comment: Irregular shape parcel, further distant from
Masterton.

Land Area: 1.1004 ha.

Equates to: $37.26/sq m |
Comment: A regular shaped land parcel, further distant
from Masterton in lifestyle subdivision.

Land Area: 2.6117 ha.

Equates to: $14.36/sq m

Comment: Regular shape, slightly more distant from
Masterton. o

Land Area: 4.4000 ha.

Equates to: $8.52/sqm

Comment: Regular shape, just subdivided on Carterton
periphery.

Land Area: 3.0151 ha.

Equates to: $15.79/sq m

Comment: Regular shape in lifestyle subdivision close to
subject property.

Land Area: 4.6945 ha.

Equates to: $10.33/sq m

Comment: Irregular shape, slightly more distant from
Masterton. )

Land Area: 7.740 ha.

Equates to: $9.24/sq m

Comment: Two titles creating a long narrow land parcel
between Norfolk Road and the river. Close to subject |
property.

Land Area: 10.7960 ha.

Equates to: $7.41/sq m

Comment: Long narrow land parcel set back from Norfolk
Road frontage, back to river. Close to subject property.

We note the following market influences that are impacting property values and particularly demand for residential

sections:

. Interest rates have risen significantly. The average one year fixed rate was 3.50% in December 2021. As at
August 2025 the average one year fixed rate is now circa 4.89% (Interest.co.nz). This has resulted in:
- Higher interest rates impacting borrower affordability (although interest rates are now decreasing).

Norfolk Road 247_Carterton_Aug2025_PL
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- Trading banks implementing more regulated debt to equity & income ratios, which have reduced the
number of purchasers in the market (these appear to be easing).
- Many banks not undertaking lending to clients with less than 20% equity (again easing is now occurring).

° Build costs rose significantly over a relatively short period of time from 2021-2023. According to data released
by QV, building costs have increased at an average rate of 44% over the last four years. However, the rate of
building cost inflation has slowed markedly in recent years.

° Unemployment is increasing.

Comment:

The subject property is situated in an established lifestyle/rural locality in close proximity to Masterton. There have
been limited vacant land sales occurring. Subsequently, we have considered the above vacant lifestyle land sales
within a wider radius. We have made an allowance for locational variance and changes in market conditions in
assessing a land value for the subject property.

We note that there was some 25 lifestyle blocks on the market in the Carterton district and some 15 blocks in the
Masterton district at time of writing.

Property values have decreased. The average Masterton residential house price in March 2022 peaked at $634,000.
The median house price for March 2025 was $509,000.

- The number of listings over this period has risen as the time to sell increased and demand for property
decreased. While property values appear to have plateaued, there remains limited upward property
value movement pressures and the market remains a “buyers’ market”.

- Cost of construction and compliance costs have negated the benefit of building when compared to
purchasing existing, so land sales have reduced. This is expected to be a shorter term issue as lifestyle
subdivisions will become more difficult to consent as productive land is protected.

Above comparables represent sales of vacant lifestyle sections in the Carterton and Masterton Districts. While some
variation in land size and aspect, they do provide a reasonable guide as to market value for the proposed 12 Lots in
the consented lifestyle development. Net land rates equates to $7.71/sq m - $37.26/sq m depending on land size and
shape, location, aspect and age of sale.

From the above, we assess individual ‘as complete’ market values for the Consented 12 Lot Lifestyle subdivision. We
have adopted a net land rate in the range of $11.00/sq m - $40.00/sq m with market values in the range of $390,000

- $500,000.
Lot Area(sqm)~ Area(ha.) [andValue Improvements Total Lot Value $/sqm
1 10000 1.00 $ 390,000 S 390,000 $39.00
2 10000 1.00 S 390,000 S 390,000 $39.00
3 41000 4.10 S 470,000 *$ 30,000 S 500,000 $12.20
4 40000 4.00 $ 465,000 $ 465,000 $11.63
5 42000 4.20 S 480,000 S 480,000 $11.43
6 41000 4.10 $ 470,000 *$ 20,000 S 490,000 $11.95
7 40000 4.00 S 465,000 S 465,000 $11.63
8 40000 4.00 S 460,000 S 460,000 $11.50
9 42000 4.20 S 480,000 S 480,000 $11.43
10 40000 4.00 S 465,000 S 465,000 $11.63
11 40000 4.00 S 465,000 $ 465,000 $11.63
12 40000 4.00 S 465,000 S 465,000 $11.63
| Total $5,515,000 |

*Note: Added value of the sheds to the lifestyle blocks reflect the lower functionality of same to the smaller individual blocks
as an outbuilding and reflects a lower value than that which may be expected as a functional deer farm.
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Further to the above and in support of a Block Value analysis, we have considered the following rural blocks in the locality.

| Loop Line, Opaki Feb-24 Land Area: 54.11 ha.
p— Equates to: $52,116/ha.
== ‘ $2,820,000 | Comment: An irregular shaped land parcel essentially flat
| ‘ in contour in close proximity to Masterton.
| 1| |
| ——— ' S
| Cross Line, Morrisons Bush May-25 Total Land Area: 65.08 ha.
k ‘ Equates to: $48,018/ha.
$3,125,000 Comment: Two essentially regular shaped adjoining land
‘ ‘ blocks comprising 30.68 ha. and 43.4 ha. Slightly further
distant from Masterton in an established rural location.
|
1 |
| |
’ 1617a State Highway 2, | Jul-25 Total Land Area: 33.99 ha.
| Tauwharenikau Equates to: $52,957/ha.
| $1,800,000 Comment: An irregular shaped land parcel set back from
' road frontage further south between Greytown and
Featherston.
i Petrie,329 Cornwall Road, East | Dec-24 Total Land Area: 63.52 ha.
| Taratahi Equates to: $51,165/ha.
, $3,250,000 Comment: An regular shaped rural grazing block with the
river to rear boundary. Essentially flat in contour slightly
further distant from Masterton. Property includes a 2002
built three bedroom dwelling.
399 Brooklyn Road, Carrington Apr-25 Total Land Area: 33.99 ha.
Equates to: $64,725/ha.
. $2,200,000 Comment: Three separate land parcels separated by road
frontages. One parcel includes a 1930’s era dwelling with
s i . * associated outbuildings. Property is essentially flat in |
. contour and would be able to be sold as separate entities. ’
. The property is situated close to Carterton.
| .

The above represent sales of rural land blocks used for grazing, finishing or as a ‘run off’ Certain sales include dwellings thereon.
The sales fall inaland value range of $48,018/ha. - $64,725/ha. The land value range reflects the land size, land shape, aspect,
contour, location and improvements thereon.

They are considered to provide a fair guide as to the block value of the subject property on an ‘as is’ basis and excluding the
resource consent for the 12 Lot lifestyle subdivision.

From the above, a block land value for the subject property in the range of $60,000/ha. - $65,000/ha. is considered fair in the
current market.
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As part of our Market Value assessment of the subject we have utilised the following valuation methodology:

9.1 Block Value Method

Land 42.6400 ha @ $60,000/ha. = $2,560,000
@ $62,500/ha. = $2,670,000
@ $65,000/ha. = $2,770,000

Adopt $2,670,000

INDICATED MIARKET VALUE (EXCLUSIVE OF GST IF ANY) $2,670,000

Note:  Market value is defined within IVS as being “the estimatecjlﬂamoun*t for which an asset or liability should exchange on the
valuation date between a willing buyer and a willing seller in an arm’s length transaction, after proper marketing and
where the parties had each acted knowledgeably, p(qdentlz and without compulsion ",

9.2 Hypothetical Subdivision Method

Assumptions:

e The subject property will be developed as per approved Resource Consent and will comprise 12 lots.
We assume that the lifestyle subdivision will be developed and sold during a two year period.
Based on our analysis of development cost the hypothetical subdivision herein provides a summarised
development cost per Lot-at $111,000 each. This is considered to take into consideration all reasonable costs
including chip sealed access and right of way, conventional 8 wire/batten fencing, electricity supply and data
connections.

. Development costs include a 5% contingency allowance.

e Aspart of our Hypothetical Subdivision Method we have assessed a Market Value for each of the proposed Lots.
This forms part of our Gross Realisation, which as detailed above equates to $5,515,000.

e The Profit & Risk margin is adopted.
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9.3

Subdivision Proper

Gross Realisation including GST (Lots 1 - 12) $5,515,000

Less:  Selling Expenses

- GST $719,000
- Agents Commission and Marketing $165,000
- Legal Costs $ 24,000 S 908,000
Net Realisation $4,607,000
Less:  Allowance for Profit & Risk — (10%) $ 420,000
Outlay $4,187,000
Less: - Development Costs —(111,000/Lot) $1,335,000
- *Holding Costs — (0.5 year @ 5.00%) $ 105,000
$1,440,000
$2,747,000
INDICATED MARKET VALUE (EXCLUSIVE OF GST IF ANY) $2,750,000

Note: Above figures have a rounding component included.

Reconciliation

The valuation methodology employed has provided the following values:

Block Value Method $2,670,000

Hypothetical Subdivision Method $2,750,000

In the circumstances as the property has a Resource Consent for the 12 Lot Subdivision, most weighting has been placed
on the Hypothetical Subdivision Method as it incorporates the added benefit of the consent. The Block Value Method as

supported by sales evidence excludes any Resource Consent as associated premium for same.

We therefore adopt Market Value at $2,750,000 (Two Million Seven Hundred Fifty Thousand Dollars) which we have
apportioned as follows:

Land Value $2,700,000
Improvements $ 50,000
Market Value $2,750,000

Note: Marké{value is defined within IVS as being “the estimated amount for which an asset or liability should exchange on the
valuation date between a willing buyer and a willing seller in an arm’s length transaction, after proper marketing and
where the parties had each acted knowledgeably, prudently and without complysion ”,
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J P Morgan & Associates trading as Morgans Property Advisors have a Quality Management System (QMS) which includes a
Valuation Process Quality Control Checklist, which sets out specific procedures to be carried out in the valuation process to
ensure each valuation is completed to best standard and in compliance with 2025 International Valuation Standards.

We trust that this report is suitable for intended use. If you have any questions please contact the writer directly.

J P Morgan & Associates Ltd Effective Date: 31 July 2025

Paul Leogreen ANzIV BBS Dip BS
Director | Registered Valuer

M: +64 27 540 8994
E: paul@morgans.co.nz

THE VALUER IS A MEMBER OF
NEW ZEALAND
!\ Institute of Valuers

Prepared by:

Inspection of Property Paul Leogreen

Valuation Calculations Paul Leogreen

Authoring of Report Paul Leogreen
MISSION STATEMENT

“To provide accurate valuation and property advice that is professionally presented on time to maximise the benefit to our clients”
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