HAWKE’S BAY HORTICULTURE GROWER TASKFORCE

Work is being done on your behalf by a group of Hawke’s Bay growers to secure recovery funding
assistance from government.

This note provides key background information and an update on that work.
Background on the Hawke’s Bay Grower Taskforce

On 1 March 2023 a range of Hawke’s Bay horticulture growers, iwi/mana whenua, and Hawke’s Bay
local government representatives met with officials from the Ministry of Primary Industries (MPI) and
Treasury to discuss key priorities for the recovery of the Hawke’s Bay horticulture sector.

A decision was made at the meeting to form a sub- group of horticulture growers and iwi and
horticulture industry group representatives (the ‘Hawke’s Bay Horticulture Grower Taskforce’) to work
quickly through the specific needs of growers and landowners and develop a package of assistance for
government to consider. A full list of the Hawke’s Bay Grower Taskforce is included at the end of this
note.

The proposed Hawke’s Bay Horticulture Recovery Package

The proposed recovery package has been designed around grower needs and the assistance that was
provided to farmers and growers after the 2004 Manawatu floods.

The HB Grower Taskforce has estimated the cost of the package at between $650-$700m and has
provided the package and the costings to MPI and key Ministers to support the development of policy.

The proposed recovery package is split into 3 interconnected buckets to support the different and
unique needs of recovery for each business based on the impact from the flooding:

1. Critical Response e This aspect would cover further financial assistance for the clean-up and removal of silt,
(3 months) debris, and contaminated crops.

e  We know that the scale of clean-up required is varied and immense and estimates of
clean-up costs are very significant and are beyond the capacity of many growers to
absorb, particularly those without an income.

e  The proposal suggests a capped payment per ha (the value to be confirmed with
government) be applied to encourage appropriate business scrutiny on appropriate use
of land.

e  The proposal also highlights that growers are keen to work with government on how
funding for this bucket would be implemented as there will be landowners that may
require more than the cap to ensure land that is otherwise viable for horticulture is able
to be returned to a state for use and income generation.

e  Growers are keen for funding support to be targeted, transparent, and auditable. For
clean-up costs this means not paying more than is needed to clean up land, and
ensuring those that most need assistance are effectively supported.

2. Reinstatement e This component would mainly apply to cash crops and would cover financial assistance
(12 months) to re-establish flood impacted crops to the equivalent stage of crop maturity at date of
the Feb 2023 flooding event.

e The proposal recommends a grant is provided to cover production costs to reproduce
the crop to point of loss on a cost recovery basis.

e Note, government advice has been that they will not cover income losses, so this aspect
is focused on supporting growers to reinstate by covering the costs of production over
the next 12 months.

3. Re-establishment e This component would cover financial assistance to replace and re-establish devastated
(3 years) permanent production, including tree and vine crops.

e The proposal is that this would cover the re-development costs where orchard
destruction and crop death can be directly attributed to flood events of Feb 2023, as
well as the first 12 months of production costs after re-plant. Again this would be on a
cost-recovery basis.

Some businesses may only need to access 1 or 2 of the funding streams, others will need all 3.



We have highlighted to government that the 3 buckets are connected if a key objective is to provide
certainty and confidence to growers (and your bankers) that they will have the support of government
to reinstate and re-invest i.e., decisions in areas 1 and 2 will not provide confidence without signals
on 3.

It is worth noting also that the proposal also seeks to address the range of different ownership and
leasing structures in Hawke’s Bay e.g., where the lessor owns the improvements or alternatively the
lessee owns the improvements. The proposal also flags that further and special consideration is
warranted where the whenua is Maori owned, and the remediation required exceeds any
support/rebuild package. The risk is that some whenua leases that are Maori owned could be
cancelled and lie dormant without a productive use and or not support lease payments that were
derived pre cyclone/flood protection failure.

It is also critical to note that the '"How’ this proposed package might be implemented or administered
is yet to be discussed, but the HB Growers Taskforce is positioned to assist with this upon an funding
decisions or announcements.

Key messages that have been provided to government

e The Hawke’s Bay horticulture sector is a key economic engine for Hawke’s Bay. It directly
employs ¢.6,700 people in permanent roles (8% of the total regional workforce) and supports
several thousand more in processing activities and along an increasingly sophisticated value and
supply chain.

e The significance of the sector for the region means that the impacts from Cyclone Gabrielle, and
the subsequent failure of stop banks, will have detrimental flow on effects to employment and
broader social wellbeing.

e This event could not have come at a worst time. Growers were days or weeks away from harvest
and were at peak employment numbers. They have incurred a significant proportion of the
production costs and now have reduced or no revenue for this season (or future seasons
depending on the severity of the impact).

e We believe that the most effective way to assist the Hawke’s Bay community (and avoiding
multi-decadal societal harm and cost to government) is to support the Hawke’s Bay horticulture
sector recovery where necessary. This will retain jobs, support confidence in the sector, and help
to unlock the significant private finance that will be needed beyond any government assistance.

e Government support to recover is required as the resulting flood events where outside of
acceptable risk for businesses and losses were far in excess of risk mitigating reserves
responsibly expected to be held by business.

e Growers are seeking short term recovery assistance from government to help minimise the
whanau, community, business, and sector impacts of this catastrophic event. Growers will also
shoulder significant costs in the recovery, and this proposal only covers a fraction of the losses
that growers will face. Growers will need to cover:

Income losses from the current season.

Costs incurred between reestablishment and production/maturity.

Existing and future financing costs (which are likely to be higher in many cases).

Loss of land value in some areas.

Reduction in economic return on some blocks where a change in land use is required.
Loss in yield potential for some land (for a period) for annual crops and remaining
permanent crops.
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Next steps

Government is currently considering a range of requests for financial assistance across areas like
horticulture, pastoral farming, roading and infrastructure, flood protection, and community support.
While Hawke’s Bay was one of the region’s that was most severely impacted the government is also
taking into account the needs of other regions including, Tairawhiti/Gisborne, Coromandel,
Auckland, and Northland.

Hawke’s Bay Horticulture has been among the first to respond in a cohesive and informed way,
meaning the government are waiting on other industries and regions to collect their thoughts and
propose their needs for recovery support. This means that it will likely take a number of weeks yet to
receive clarity on how government will respond to the needs of the sector.

In the meantime, the HB Grower Taskforce will continue to engage with the politicians and
government officials to ensure your needs as a grower are not forgotten.

If you would you like to discuss any aspect of this package please contact Gus Charteris via cell

021384544, or email gus@guscconsulting.co.nz
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