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Purpose 

This paper proposes an approach to enable the Board to make an informed decision 
of whether the company should apply for a scheme nutrient discharge consent.     

Included in this paper, for information and background, is a discussion document 
outlining the current regulatory environment and an overview of some of the benefits 
and risks associated with holding (or not holding) such a discharge consent.     

Background  

The LWRP includes provisions to enable irrigation schemes to manage nutrient 
losses within their command area by holding a discharge consent.  Farms operating 
under such an irrigation scheme are a Permitted Activity as long as the scheme holds 
a resource consent for the discharge of nutrients that specifies the maximum amount 
of nitrogen that may be leached (annual N load).   

It is apparent from the Discussion Document attached, that the decision for OWL 
regarding whether or not to obtain such a consent has significant implications for the 
company and our shareholders. The issues are complex and the outcome of our 
decision will impact individual shareholders in different ways.  While we can learn 
from the experiences of other schemes in the space, there is no ‘one size fits all’ 
approach.  What is right for OWL will be largely guided by our shareholder make-up, 
risk profile, environmental objectives and growth aspirations.     

OWL’s approach to nutrient management cannot be discussed in isolation from our 
strategic direction, as decisions made in relation to the framework for nutrient 
management and consenting will have implications for OWL’s future growth, risk 
profile and water consents.  We, therefore, propose that the Nutrient Management 
Framework is developed within our overall Strategic Planning process, to ensure that 
the thinking underpinning both is aligned.  Consideration of some key strategic issues 
will then guide the decision regarding the scheme nutrient discharge consent.       

This will involve at least two facilitated workshops with the Board.  To assist us with 
this process, we have engaged Jenn Bestwick, who has strong skills in project 
strategy development and was a key person in operationalising the CWMS in its 
early stages.  We have also contacted Christina Robb (ECan Programme Manager), 
Peter Callander (PDP) and Alanya Limmer (Tavendale Partners).  Christina will be 
able to provide a valuable Regulator’s view, Peter has been involved with other 
scheme nutrient discharge consent applications and will be able to provide insight 
into the practicalities of what a consent application involves, and Alanya’s presence 
is important from a legal perspective.     
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Proposed approach 

We propose the following staged approach.   

 

Step 1 Present context / current situation and proposed 

approach 

8
th
 April 

Step 2 Board Questionnaire asking some critical strategic 

questions, to inform Workshop #1. 

To be emailed out week 

beginning 13
th
 April 

Step 3 Workshop #1 with the Board to start to develop up 

key elements of Nutrient Management Framework 

and Strategic Plan.  

1
st
 May  

Step 4 Workshop #2 with Board, to workshop a ‘strawman’ 

Nutrient Management Framework and Strategic Plan.   

End May/start June. 

 

Note, to have any significant benefit to shareholders the discharge consent will need 
to be in place (or at least in process) by January 2016, when the Orange Zone 
farmers are required to hold a consent. 

Conclusion and Recommendation 

The decision of whether OWL should apply for a scheme nutrient discharge consent 
is significant for the scheme, and has implications for both the company and the 
shareholders.  It is important that this decision is guided by, and consistent with, the 
strategic direction and future aspirations of the scheme.  This paper has proposed an 
approach to inform this decision.     

We recommend that this paper be received by the Board.  It is not intended that the 
Board meeting on 8 April is used to discuss the detail or pros and cons of the scheme 
nutrient discharge consent – this is the purpose of the future workshops.  We do, 
however, welcome questions of clarification regarding the discussion document, and 
feedback regarding the proposed approach.   

 

 

 

Julia Crossman 

Environmental Manager 

31 March 2015 

 

Attachments: 

Discussion document: Scheme Nutrient Load Consent 
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Discussion Document:     

Scheme Nutrient Load Consent 

Background – Opuha Water Ltd 

Opuha Water Limited (OWL) currently holds a number of water, discharge and land use 

consents, related to the operation of the dam and associated sub-schemes.  While many 

shareholders take water under the sub-scheme consents (held by OWL), there are also a 

number of shareholders who hold their own resource consents to take water from the 

Opihi catchment which are effectively managed and monitored individually.  All OWL 

shareholders are considered affiliated and have water supply agreements with OWL.  

The Water Supply Agreements were updated in 2014 as part of the restructure/merger 

process and, among other changes, now better reflect the concept of Audited Self-

Management in the scheme.   

OWL is fully subscribed in terms of its shareholding and has a relatively ‘mature’ group of 

shareholders.  In the short term, this is likely to remain reasonably stable, with any 

expansion of scheme possible only through efficiency (on-farm, distribution and storage) 

gains.  In the long term, however, the potential for ‘new water’ coming into the zone may 

allow for further development potential and increased reliability.  

Current status of nutrient management rules under LWRP  

The LWRP is the key regional planning document for water quality and quantity.  For the 

first time, it places control on the leaching of nutrients from farming activities throughout 

the region.  Canterbury has been categorised into Nutrient Allocation Zones which 

indicate where the regional water quality outcomes are or are not being met. The rules in 

the LWRP regulate nitrogen leaching according to this categorisation.  In general, the 

poorer the water quality is in an area, the more stringent the rules.  Within the OWL 

command area there are both Orange (Opihi) and Red (Temuka incl. Kakahu) Nutrient 

Allocation Zones. 

Permitted activities under LWRP 

Whether or not OWL obtains a nutrient discharge consent under the LWRP, the following 

farming activities can occur (i.e. are permitted) without the need for a consent:  

Location Criteria for Permitted Activity Status 

All 
properties  

1. Properties less than 5ha or of any size where the N loss is less than 10 kgN/ha. 

Orange 
Zone 

1. Properties where the N loss is between 10-20 kgN/ha and farm information is 
being kept and provided to ECan on request 

2. Properties where the N loss is > 20 kgN/ha, the farm is < 50 ha, farm 
information is being kept, and the N loss does not increase above the baseline 

3. Until 1 January 2016, if conditions in 2a and 2b above are not met, provided N 
loss does not increase by any more than 5 kgN/ha.   

By 1 Jan 2016, all properties that do not meet 1 or 2 will require a Resource 
Consent and FEP. 
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Location Criteria for Permitted Activity Status 

Red Zone  1. Properties where the N loss is between 10-20 kgN/ha provided the N loss does 
not exceed the nitrogen baseline  

2. Until 1 January 2017, N loss > 20 kgN/ha provided the N loss does not exceed 
the baseline. 

By 1 Jan 2017, all properties with N loss >20kgN/ha will require a Resource 
Consent and FEP. 

Baseline: average loss from the property between 1 July 2009 and 30 June 2013 as modelled by Overseer 

Ability to intensify under existing LRWP rules 

Under the existing LWRP rules, in the Red Zone there is no ability to intensify if that 

intensification leads to an increase in N loss above the baseline.  [Note: in paragraph 234 

of their decision the Commissioners state that the “nitrogen baseline” incorporates dairy 

farms undergoing conversion prior to June 2013, so they will be allowed to complete their 

conversions].  Any future intensification of land use is achieved by improved practices 

that create N leaching headroom below the N limit defined by the 2009-13 baselines.  It is 

possible that some modifications to this approach could be achieved when the OOP sub-

regional chapter is prepared by the Zone Committee, in particular a reconsideration of 

whether the Kakahu/Temuka should be a red zone and/or what level of N loss is 

appropriate within the zone.  

In an Orange Zone, there is still the ability to intensify under the current rules 

- All farmers can intensify up to 20kgN/ha anytime (as long as they keep farm records). 

- All farmers with N loss >20kgN/ha, can intensify up to 5kgN/ha above baseline before 
1 Jan 2016.  

- After 1 Jan 2016, farmers with N loss >20kgN/ha, can intensify up to 5kgN/ha above 
baseline, but will need a consent (restricted discretionary consent).  

- Farmers with N loss >20kgN/ha, can intensify more than 5kgN/ha, but will need a 
consent (discretionary consent).  

In summary, OWL are somewhat different to other schemes which are predominantly in 

the Red Zone (WIL, BCI, RDR etc) and whose shareholders are unable to intensify 

unless the scheme holds a discharge consent with an N load.  With the exception of 

Kakahu, most shareholders have the ability to intensify, either up to 20kgN/ha loss as a 

permitted activity, or above 20kgN/ha as a consented activity.  The LWRP therefore 

currently provides some flexibility to a number of OWL shareholders.   

Farm Plans 

OWL do not currently hold any resource consent that requires FEPs for its shareholders, 

however, all shareholders will require FEPs either 1) as a resource consent requirement 

or 2) as part of the OWL ASM programme.   

Under the nutrient management rules of the Land and Water Regional Plan (LWRP), all 

farms requiring a consent must prepare a FEP as part of their consent application and 

have them independently audited.   

There will, however, also be a number of FEPs developed under the OWL ASM 

programme which are not necessarily required for resource consent applications (smaller 

blocks or low emitters <20kgN/ha).  At present, under the existing rules, OWL have the 

ability to develop and audit these in a different way.  If OWL apply for a scheme 

discharge consent it will be important to ensure that this ability is retained to ensure these 

lower risk farmers are not perversely affected. 
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What a scheme discharge consent could look like 

The LWRP includes provisions to enable irrigation schemes to manage nutrient losses 

within their command area by holding a nutrient discharge consent.  Farms operating 

under such an irrigation scheme are a Permitted Activity as long as the scheme holds a 

resource consent for the discharge of nutrients that specifies the maximum amount of 

nitrogen that may be discharge or leached from the scheme.   

ECan have indicated that, should OWL pursue an application for a discharge consent, 

two N loads would be consented – one for the Red Nutrient Allocation Zone and one for 

the Orange Zone.  N units would not be allowed to be transferred between zones.  

Duration 

Both the BCI and RDR irrigation scheme discharge consents have been granted with a 

short duration of 5 years.  ECan have indicated that any discharge consent obtained by 

OWL may also be a short term duration (5 years) pending the sub-regional.  ECan have, 

however, advised that we could request a longer term consent (to match the expiry of 

other consents) if we could demonstrate that there is greater benefit to be gained by 

obtaining the consent and committing our time and resource to implementing it, rather 

than having to re-litigate the load in the sub-regional.  Having a long term consent would 

provide greater certainty in terms of water quantity and would enable us to focus on water 

quantity (flow and allocation) issues in the sub-regional, which is also crucial for us.   

Notification 

The LWRP provisions enable a consent to be non-notified if the scheme load is equal to 

or less than the sum of the nutrient baselines across all properties in the command area.   

While the ‘sum of the baseline’ approach, may be appropriate for the Red Zone, it could 

restrict those in the orange zone more than the existing LWRP rules (i.e. where they can 

intensify up to 20kgN without a consent).   

To be of benefit to shareholders an alternative approach would be required: 

- Red Zone: If OWL accepts the position in the LWRP, the load for the Red Zone would 
be the sum of the baseline/current N losses.  OWL would have to determine whether 
a greater load should be sought (which would likely be notified). 

- Orange Zone: Acknowledging the current flexibility in the LWRP, the load for the 
Orange Zone could be based on the ‘permitted baseline’ i.e. based on the 
intensification that could occur as a permitted activity.  This would enable those 
currently leaching less than 20kgN/ha to increase to the PA threshold of 20kgN/ha.   It 
should also enable those operating at >20kgN/ha to increase N losses up to 5kgN/ha 
above their baseline.  The sum of the permitted baselines would equate to the N load.  
OWL would need to assess whether this provides adequate flexibility to shareholders 
in the Orange Zone.   

ECan have indicated that the baseline (Red) and permitted baseline (Orange) approach 

could still be considered non-notified if we demonstrate we have consulted with the 

appropriate parties and the potential effect is no greater than would be the case if 

shareholders continued to operate under the LWRP rules. 

A short duration consent is also more likely to be considered non-notified.   

Scheme load 

Most irrigation schemes who have applied for a discharge consent have taken the 

approach of modelling the current N loss within the scheme, based on assumed land use, 

irrigation area/type, soil types.  Various models have been used including the McFarlane 
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Rural Business (MRB) model (used in Hinds sub-regional), the Canterbury lookup table 

(Landcare Research), and the Selwyn Waihora sub-regional model.  Ashburton Lyndhurst 

(within the RDR scheme) were able to obtain farm specific info to inform calculations of 

this loss.   

Taking Waimakariri Irrigation Ltd’s proposed approach as an example, OWL could form a 

Nutrient Management Group which comprises simply the shareholders that would be 

incorporated within the discharge consent. The wording of the consent conditions would 

allow for properties to move into or out of this group, and therefore the scheme nitrogen 

limit could change year by year.  Under this regime, any discharge consent application 

would require a map of the command area and its distribution across the two Nutrient 

Allocation Zones, and a schedule of properties the ‘scheme load’ covers. 

There would have to be some thought put into how OWL (and ECan) deal with those 

properties that are part of the OWL scheme but are effectively permitted under the 

proposed LWRP (and are therefore exempt from the need to prepare FEPs and annual 

Overseer calculations). It is important to ensure that being a member of any Nutrient 

Management Group does not impose any additional requirements on farmers compared 

to what they would face from the regional plan requirements if they were operating 

independently from OWL.  This may take the form of a ‘sub-command area’ which is 

considered ‘lower risk’ or has a separate load that is modelled for compliance purposes 

rather than requiring OVERSEER budgets for everyone. 

Sub-scheme loads 

ECan have suggested that OWL could apply for a scheme load just for the red-zone 

shareholders.  This would mean those irrigators would not have to apply for a consent (by 

2017), and may give them slightly more flexibility, though the extent of this is likely to be 

limited to the sum of the baselines.  While this does have some merits, this is a more 

piecemeal approach and still does not alleviate the orange zone shareholders from 

having to obtain a consent by January 2016.   

Allocation 

If OWL hold a discharge consent, the company would be responsible for managing and 

allocating N and for ensuring consent compliance.  In 2014 MPI, INZ and ECan ran a 

series of workshops on how schemes might manage and allocate N. For the likes of the 

new schemes, those rules are more straightforward, but for existing schemes there is no 

clear answer to the solution and the debate and discussion continues. 

In the Red Zone, expansion could occur but only as long as OWL could demonstrate the 

maximum ‘Red Zone’ annual load is not exceeded.  Therefore expansion requires first 

that headroom must first be gained and this raises the question ‘does the scheme own 

the headroom’ or does the individual? If the scheme owns the headroom then what 

incentive does the individual have to reduce N leaching? 

Likewise, in the Orange Zone, the use of the permitted baseline approach would mean 

that there would be some headroom in the load.  The question is whether this sits with 

the scheme, or with those individuals who have essentially created the headroom (i.e. 

those operating <20kgN/ha).  
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Future planning considerations / uncertainties 

MGM 

The Matrix of Good Management (MGM) is currently being developed and will be 

incorporated into the LWRP planning framework.   

The main output from the project will be industry-defined good management practices 

and a table of N and P loss benchmarks for a range of farming systems operating at good 

management practice across Canterbury’s soils and climates.   

ECan’s intention is to release MGM in 2015 and include it as part of a Plan Change to the 

LWRP by the end of 2015.  A recent FLRC Conference paper stated “Environment 

Canterbury’s expectation is that all farms greater than 5 hectares, or properties 

exceeding a nitrogen leaching threshold, by 2017 would be applying GMP aligning with 

the national consensus that GMP should be the minimum performance standard for 

farming activities”.   

At present there are a number of uncertainties surrounding MGM including what the 

practices and numbers will be, and what this looks like in a policy sense i.e.  how the 

MGM may sit alongside or replace the current LWRP rules. 

Orari-Opihi-Pareora Sub-Regional Plan 

The ORRP, and the regional limits prescribed in the LWRP only apply until more 

catchment-specific policies and rules are developed by the Orari-Opihi-Pareora Zone 

Committee through their Sub-Regional Plan. This Sub-Regional will review the flow and 

allocation regime for the Opihi system and will set catchment loads and nutrient 

discharge allowances on farm.   

It is possible, that even if OWL does not apply for a resource consent now, a scheme N 

load will be the outcome of the Zone Committee process.   The question is, therefore, 

whether it is more strategic to work with ECan now to ensure the information feeding into 

the sub-regional planning process is robust and be allocated an N load through that 

process, or enter into a resource consent process now.  In assessing this it is also 

important to acknowledge two key points – firstly, that the sub-regional process is very 

open and public, and secondly, there is a possibility that we may have a different central 

government and local government structure when the Sub-Regional Plan is notified.   

OVERSEER Upgrades: 

The current use of OVERSEER in the regional rules of the LWRP, means that the 

goalposts are changing with each new version of OVERSEER.  As outlined above, the 

LWRP specifies a 20kgN/ha permitted activity threshold but does not specify an 

OVERSEER version number.  It is predicted that the next version update of OVERSEER 

will see some irrigated properties nearly double their nutrient loss figures.  Unless ECan 

chooses to revise this rule, as it currently stands this has the potential to significantly 

increase the number of shareholders who would be expected to obtain a resource 

consents under the current LWRP rules in 2016/17.   

 

  



 
 Board Paper – April 2015 

Scheme Nutrient Load Consent 

A6 

Key Issues 

Key questions / issues to consider in assessing scheme nutrient management options: 

- What is the lower cost option for shareholders?   

- What is the lower risk option for shareholders? 

- What option gives shareholders the greatest flexibility? 

- How can we ensure shareholder flexibility is retained in the longer term? 

- What kind of growth/expansion/intensification are we expecting over the 
short/medium/long term?   

- Does OWL have the power (WSA) and resources to undertake the role (allocate, 
monitor and ensure compliance).  

- How do you allocate and manage for different farm uses and soil types 

- Who should benefit from nutrient reductions and in what circumstances? 

- Who owns ‘headroom’ and can it be traded, how and to whom? 

- Who needs to be ‘in’?  All shareholders?  Ability to opt in/out? 

- At what point is OWL ‘stepping over the line’ as far as managing farm business? 

Essentially OWL has two options - we could apply for a discharge consent, or not do so. 

OWL needs to fully explore the ramifications of either decision, including the potential 

impacts on shareholders, the company and director exposure.  An initial assessment of 

some of the advantages and disadvantages of each option is provided in Table 1.   

If the decision is to apply for a consent, then we must determine what work is required to 

lodge a resource consent application and what mechanisms are needed to manage and 

allocate N and N headroom. If the decision is not to apply for the scheme consent, then 

we must determine the subsequent limitations of that decision, and work with 

shareholders to inform them of their individual responsibilities.      

Either way, communication with shareholders will be essential to assist shareholders 

develop their understanding of the issues and OWL’s proposed approach.   
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Table 1. OWL Nutrient Management Options: Advantages and Disadvantages  

 

BUSINESS AS USUAL OPTION (Individuals hold 

resource consents) 

ADVANTAGES / BENEFITS DISADVANTAGES / RISKS  

• No scheme discharge consent – management 

of FEP and audit process without control 

• Continue FEP roll out 

• Some shareholders triggered to get Resource 

Consent and FEP 

o Red Zone – all farms >20kgN by 2017 

o Orange zone – all farms >20kgN by 2016 if 

>50ha or if increase above baseline 

• All other shareholders would be required to 

have a FEP through OWL ASM programme.  

• MOU with ECan regarding reporting of FEP and 

Audits (for those with Resource Consent) 

• Engagement in the Sub-Regional to develop a 

load for the scheme 

Shareholder benefits 

• Orange Zone farmers retain flexibility within the LWRP rules 

• Farmers ‘master of their own destiny’ 

 

Company/Director benefits 

• Focus of OWL goes back to roll-out of FEPs  

• No direct involvement in the nutrient management space (at least until the sub-regional) 

 

 

Shareholder disadvantages 

• Many shareholders would have to apply for a resource consent.   

• Risk of non-compliance/enforcement if shareholders do not meet the required timeframes for 

consent. 

• Changes in OVEREER may ‘change the game’ quickly e.g. 20kgN threshold in the LWRP - potential 

more will have to go through the consent process than originally anticipated 

• Red zone (Kakahu Farmers) have no flexibility to intensify 

• Uncertainties in terms of what MGM looks like 

• Shareholders (in red zone) may have to apply for a land use consent with share leasing 

arrangements.   

 

Company/director disadvantages 

• Potentially have to facilitate/coordinate the resource consent process for farmers 

• Changing political climate – could be different/tougher in 5 years.   

SCHEME NUTRIENT DISCHARGE CONSENT ADVANTAGES / BENEFITS DISADVANTAGES / RISKS 

• Apply for a scheme nutrient discharge consent 

as outlined in the paper 

Shareholder benefits 

• shareholders would be exempt of the requirement to apply for an individual consent for 

their farming activity where they would otherwise be required - remove need for 

shareholder landuse consents 

• Potential to create a market for N units (depending on allocation mechanism) – 

providing incentives for efficiencies on farm.   

• Environment Canterbury (ECan) as the regulator would be kept at arm’s length 

• Greater yearly flexibility for farmers – moving N units around 

• Red zone (Kakahu Farmers) potentially provided with some greater flexibility 

• Greater flexibility in terms of share leases etc short term and long term 

 

Company / Director benefits 

• More certainty (if long term consent) or leverage (if short term consent) in the sub-

regional plan development.   

• Removes any issues around uncertainties of MGM and how it may look in the planning 

framework  

• More ability to implement GMP on farm – gives the FEP process ‘teeth’.   

• Political environment – National party and ECan commissioner in place – more secure 

consenting environment.  Unsure what this may look like in 5 years time come time for 

the sub-regional.   

• Scheme involvement provides opportunities for wider catchment mitigations to address 

water quality outcomes.   

 

Shareholder disadvantages 

• Potential for more burden to be placed on those currently permitted under LWRP rules.   

 

Company / Director disadvantages 

• OWL would be expected to administer and manage the allocation of N within the scheme in order 

to ensure compliance with the scheme discharge consent - administrative / data management 

costs for OWL 

• Change of ‘philosophy’ for OWL – big step beyond the farm gate 

• Consent cost, including the cost and complexity of calculating the scheme load. 

• Risk of short term consent   

• Have to deal with lease arrangements etc – short and long term – account for changes in N loss.   

• There is a risk for the scheme if it is held entirely to account for challenges in meeting outcomes 

through N allocation approach 

• Have to deal with changes in OVERSEER and therefore changes in load limits 

• Equity issues – how to allocate the N load.   
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