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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.  

1. 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. 

2. SIGNIFICANCE 

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

3. 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 – Kānoa 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 Kānoa that it had been 
successful in its application for funding. 

4. 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 earning income 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. 

5. PROPOSED LOCATION 

 

s7(2)(a)
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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.  

s7(2)(a)
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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: 

• Potential profit from the supply of industrial water, offsetting other Council 

costs. 

• Uplift in land value of industrial/surrounding area – this would have a positive 

impact on urban and rural ratepayers. 

• Utilisation of consented water take. 

• 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. 

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

• Improved reputation – for supporting economic development, stimulating 

the economy and job creation. 

Some of the potential risks include: 

• Inability to secure a suitable site. 

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

• Cost overruns reducing the BCR below 1. 

• Delays in earning revenue from the sale of water. 

• Changes to the Water Race resource consent restricting the amount of 

water which can be utilised for water storage. 

• Negative feedback from downstream water race owners. 

• Lack of business development in the Waingawa Industrial area, especially 

businesses with high water demands. 

7. 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: 

• Land purchase 

• Resource Consent Strategy and Assessment. 

• Market analysis 

• Legal advice on Significance and Engagement requirements 

• Procurement  

• Field investigations 

• Project detailed design for construction 

• Consultation with key stakeholders, including Iwi 

• Update of Project estimate. 

• Special purpose vehicle (SPV) design and options review 

R
EL

EA
SE

D
 U

N
D

ER
 L

G
O

IM
A



Public Excluded Council Meeting Agenda 11 June 2025 

 

Item 9.1 Page 7 

Phase 2 – Construction and Commercial arrangements 

• Implementation of SPV, if required 

• Construction of the project 

• 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 Tāngata whenua 

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

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. CDC LGFA loan          $5,000,000 

2. Kānoa Preconstruction loan     $3,000,000 

3. Kānoa Construction loan     $17,000,000 

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

investment of    

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 Kānoa 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 Kānoa 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 Kānoa Loan 

Phase 1 of the project will be delivered through a loan.

  

  

s7(2)(b)(ii) s7(2)(b)(ii)

s7(2)(b)(ii)

s7(2)(b)(ii)
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The involvement of Kānoa through a  and 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 

- A strong and effective council providing trusted leadership. 

Cultural 

- Māori aspirations and partnerships are valued and supported. 

Environmental 

- An environmentally 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.  

s7(2)(b)(ii)

s7(2)(b)(ii)

s7(2)(b)(ii)
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9. RECOMMENDATION 

That the Council: 

1. Receives the report. 

2. Agrees to proceed with Phase 1 – Pre-Construction of the project. 

3. 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
 

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

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

• $3,000,000 Kānoa Pre-Construction Loan 

5. Delegates authority to the Chief Executive to negotiate and execute the 
Kānoa loan agreement on behalf of Carterton District Council. 

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

File Number: 461059 

Author: Johannes Ferreira, Infrastructure Services Manager 

Attachments: 1. Industrial Land Report, WRLC 18 March 2025   

3. Waingawa Water Storage Business Case   

 

s7(2)(b)(ii)
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