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CROWN PASTORAL LAND -2009 AND BEYOND

Proposal

1 This paper recommends a strategic direction for Crown pastoral land in the South
" Island High Country, consisting of an End Outcome, Objectives and Principles. It also
seeks to rescind the previous Government’s policy of excluding lakeside properties
from tenure review and the current ten objectives for the South Island High Country.

Executive Summary

2 The Commissioner of Crown Lands (CCL), a statutory officer within Land
Information New Zealand (LINZ), administers Crown pastoral land under the Land
Act 1948 and Crown Pastoral Land Act 1998 (CPLA). The CCL catries out tenure
review under the CPLA. Tenure review allows the freeholding of land while also
protecting significant inherent values, and creating new opportunities for recreation
and access to the high country. The land retained by the Crown usually becomes
public conservation land administered by the Department of Conservation (DOC).

3 Public concerns with tenure review have focussed mainly on the loss of lower altitude
ecosystems, the impact on landscapes, and public access to the high country. Lessees
have been concerned about the large amount of land going to the conservation estate
and the exclusion of lakeside properties from tenure review. Lessees are also alarmed
about increases in their rents.

A Government Strategic Direction for Crown pastoral land

4 As the Crown is likely to be a long-term owner and administrator of pastoral land,
developing a strategic approach would provide a clear direction for how the
government wishes its land to be managed, and how the tenure review process should
be carried out. It would provide clarity to pastoral lessees and other interest groups
(including local government, iwi, and environmental non-governmental
organisations). The CCL could have regard to this strategic direction when fulfilling
his statutory obligations under the CPLA and Land Act.

5 The paper proposes a Strategic Direction for Crown pastoral land that considers all the
relevant issues with Crown pastoral land, the existing ten objectives established by the
previous Government and relevant National Party policy. The proposed wording of an
End Outcome is Crown pastoral land is put to the best use for New Zealand. This

A676415



means that Crown pastoral land is put to its best use for economic, environmental and
cultural purposes.

Beneath the End Outcome three objectives are proposed that attempt to address all of
the major issues with Crown pastoral land. These cover Stewardship, Economic Use,
and Relationships. Principles which apply in achieving the End Outcome and the
Objectives are proposed.

Ministerial approval of tenure review funding
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Since June 2007, the CCL has been required to report to the Minister for Land
Information on all tenure review proposals (preliminary and substantive), for the
Minister to comment on the proposed outcomes and approve funding [CBC Min
(07)10/12, Recommendations 22 and 23]. This includes the Minister consulting with
the Minister of Conservation.

While it has led to some additional protections in specific reviews, it has also affected
and delayed the achievement of outcomes for other pastoral leases. Lessees have been
concerned that the Ministerial approval introduces a political element to tenure review,
and that there is less certainty that any proposal they have agreed with the CCL will be
accepted by the Minister.

Tenure review improvements have included the creation of the Tenure Review Quality
Assurance (TRQA) Board in 2006. This enables senior LINZ and DOC officials to
advise the CCL on preliminary and substantive proposals before decisions are made.

We consider that the preliminary proposals should not require Ministerial consultation’
and funding approval. This will alleviate delays to the process at the preliminary
proposal stage.

We consider that the funding approval by the Minister for Land Information for
substantive proposals provides a level of ministerial oversight to tenure review,
including with the requirement to consult the Minister of Conservation on the
proposed substantive proposal outcomes and funding. As a general rule, Ministers
would also have regard for the Strategic Direction for Crown pastoral land identified
in this paper, and give the substantive proposals priority so as to not unduly delay the
tenure review process.

We recommend that the requirements [CBC Min (07) 10/12, Recommendations 22
and 23] be rescinded.

We recommend that, before any tenure review substantive proposal can proceed:

i) It be provided to the Minister for Land Information to comment on the proposed
outcomes and to obtain funding approval from the Minister for Land
Information, for the tenure review substantive proposal to proceed,

it) The Minister for Land Information will consult with the Minister of
Conservation on the proposed substantive proposal outcomes and funding.
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Exclusion of “Lakeside” properties from tenure review

14 In 2007, the previous Government agreed to the “lakesides” policy in response to
public concerns that high country landscapes, and particularly lakesides, were not
being adequately protected in tenure review [CAB Min (07) 20/1 and CBC Min (07)
10/12, Recommendations 11, 14 and 16] and [CAB Min (07) 40/1 and CBC Min (07)
23/19, Recommendations 5.1 to 5.6, and 6 to10]. This policy excluded all lakeside
pastoral leases from tenure review. Properties could be re-included in tenure review if
the tenure review is in the public interest and lakesides would be adequately protected.
43 lakeside properties remain excluded from tenure review.

15 This policy is inflexible and excludes properties where only a small part of a lease
adjoins a lakeside. The current criteria for the re-including lakeside properties are
arbitrary, at the discretion of the Minister through the funding approval process, and
do not take account of differences between properties.

16 Retaining whole “lakeside properties™ as pastoral leases also greatly reduces the
potential gains of diversification of land-use allowed by free-holding. The unilateral
withdrawal of all lakeside properties from tenure review has adversely affected
relationships between the Crown and lessees.

17 We recommend rescinding the current “lakesides” policy i.e. [Recommendations 11,
14 and 16 in CBC Min (07) 10/12 and Recommendations 5.1 to 5.6, and 6 to10 in
CBC Min (07) 23/19]. This would allow the values on each lakeside lease to be
considered on a case by case basis, with significant inherent values (including
lakesides) being protected as necessary in accordance with the proposed Strategic
Objectives. This would provide greater flexibility to consider and maximise the
different potential conservation, economic and other gains from individual tenure
reviews.

18 This is consistent with the National Party policy statement referring to restoring good
faith negotiations.

19 We believe that public concerns around lakesides can be mitigated in tenure review
and by the proposed strategic direction. This includes review of all tenure review
proposals by the TRQA Board and retaining ministerial funding approval for
substantive proposals.

20 LINZ, MAF and DOC will undertake further work to consider options such as
addressing gaps in district plans relating to development of pastoral land freeholded
through tenure review, and report back to Ministers.

21 In the interim, the CCL could be requested to give consideration to current controls in
district plans and their ability to protect significant inherent values on pastoral lease
land that is to be freeholded, when conducting tenure review.

Background

22 The CCL administers approximately 1.6 million hectares of Crown pastoral land in the
South Island High Country (SIHC) between Southland and Marlborough. This land is
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held in leasehold tenure’, occupation licences and unused Crown land. Much of this
land has been grazed since the 19th century and is environmentally sensitive. Crown
pastoral land is administered under the Land Act 1948 and Crown Pastoral Land Act
1998 (CPLA).

The CCL also administers other land in the High Country including other unused
Crown land, riverbeds and beds of the South Island hydro-electricity lakes.

A Crown pastoral lease differs from a typical open market rural lease in that it has:

o its rental based on a prescribed percentage i2.25%, or 2% if paid on time] of the
value of the land exclusive of improvements (“LEI Value™);

o restrictive covenants precluding the lessee realising any potential for subdivision
for building purposes or for any commercial or industrial use (CPLA, s 6); and

e restrictive land use controls that require consent to be obtained from the lessor
for almost all land management activities (CPLA, ss 15-18).

The Land Act 1948 was drafted with the intent of giving lessees of Crown pastoral
land a greater incentive to invest in and manage the land in an appropriate manner.
The Land Act granted lessees secure rights to the land (perpetual right of renewal with
33 year terms), exclusive occupation of the land, and the right to use the land for a
limited purpose, namely pastoral farming. The rent is set at an annual rate of 2.25%
(2% if paid promptly) of the land value exclusive of improvements (LEI), and is
reviewed every 11 years.

The CPLA provides for the administration of Crown pastoral land. It also provides a
system for reviewing the tenure of pastoral leases (tenure review) and other pastoral
land. Tenure review of Crown pastoral leases under the Part 2 of the CPLA is the
largest single process for the assessment and alienation of Crown-owned land in New
Zealand. A similar review process under Part 3 of the CPLA applies to unused Crown
land and pastoral occupation licences.

Tenure review is a voluntary process which has been carried out since 1998. It
commenced as a means of meeting both production and conservation objectives for
the SIHC. Tenure review: '

o enables land with significant inherent values to be protected through a range of
measures — from restoration of the land to full Crown ownership, usually under
Department of Conservation (DOC) administration, to protective covenants;

. enables leaseholders to gain freehold title of high country land (except in those
cases where all the land is proposed for public conservation land); and

. improves public access to the high country.

As at May 2009, agreement had been reached on 71 of the 303 leases eligible for
tenure review. This resulted in 183,100 hectares of land (48%) being transferred to
DOC control and the freeholding of 201,973 hectares (52%) to former lessees. In
addition 5 pastoral leases have been purchased outright by the Crown, leading to a
further 125,792 hectares being transferred to DOC as public conservation land.

! Pastoral leases are granted on a perpetual basis with 33 year terms and 11-year rent reviews.
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Issues with tenure review
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There is strong national interest in Crown pastoral land and tenure review in particular
for a number of reasons, including:

o it is a Crown land asset of significant scale and economic value, including the
potential for land-uses other than pastoral grazing;

o it is generally environmentally vulnerable land, potentially threatened by
erosion, pests, and ecologically unsustainable land-use practices;

o it is a unique landscape with strong amenity values that hosts an iconic farming
system producing the majority of New Zealand’s high value, fine merino wool;

o activities and decisions regarding this land can impact on surrounding land,
ecosystems and local communities; and

o it attracts substantial public interest, including for its potential for access and
recreation.

Public concerns with tenure review have focussed mainly on the loss of lower altitude
ecosystems, the impact on landscapes, particularly around lakes, and public access to
the high country. Conversely, lessees have been concerned about the large amount of
land going to the public conservation land managed by DOC and the exclusion of
lakeside properties from tenure review. While not specifically a tenure review issue,
lessees are also alarmed about increases in rentals for their pastoral leases.

LINZ and other Crown agencies have undertaken a range of tenure review initiatives,
including:

. developing a form of sustainable management covenant to rehabilitate degraded
lands with soil erosion and vegetation cover, to be available in tenure review,

. establishing a Tenure Review Quality Assurance Board to review all tenure
review proposals, and

. making operational changes to increase direct contact between LINZ and
pastoral lessees, rather than through LINZ’s contractors.

The National Party agriculture/tenure review policy prior to the last general election
supported the principle of tenure review, but proposed changes to recognise the
stewardship role of lessees, ensure good faith negotiations with lessees, and move to
earning capacity based rents.

As tenure review is a voluntary process and only a certain number of reviews can be
completed each year due to resourcing, it is likely that the tenure review process will
continue for some time. Some lessees are also happy with their land remaining in
pastoral lease tenure. This means that the Crown will be a long-term owner and
administrator of pastoral land.



Comment

34 This paper includes a proposed strategic direction and policy work programme
intended for the next two years that aims to help ensure Crown pastoral land is
economically and ecologically sustainable. The economic viability of Crown pastoral
land, the rental basis of pastoral lease rents, restrictions on land use and the multitude
of regulatory consents required, are some of the areas to be addressed in the work
programme. The LINZ Policy Work Programme for Crown pastoral land is provided
at Appendix A.

35 This Cabinet paper provides the proposed outputs from three of the initiatives in the
work programme:

. Issue 1 — Develop a strategic direction for Crown pastoral land.

. Issue 2 — Review the Ministerial role in reviewing and approving funding for all
tenure review proposals.

o Issue 3 — Review the previous government’s policy to exclude “lakeside”
properties from tenure review.

36 A review of the Parliamentary Commissioner for the Environment’s report2 (PCE
report) on tenure review has not commenced. The PCE’s report involves
recommendations to a number of Ministers and Regional Councils, which have yet to
have a formal Government response.

37 However, the PCE report findings have been considered when developing the
proposed Strategic Direction below. LINZ will undertake a review of the PCE report
as part of its policy work programme following Select Committee report back.

Issue 1 — A Government Strategic Direction for Crown Pastoral Land

38 Statutory responsibility for pastoral leases, including tenure review decisions, lies with
the CCL, not the Minister for Land Information. The CCL must comply with the
CPLA and the Land Act when making decisions for pastoral land. The CCL has
regard to Government policy and its strategic direction when fulfilling his statutory
obligations under those Acts.

39 In 2003, the then Government set out a series of ten objectives for the South Island
High Country [POL Min (03) 19/7]. These were sourced from the statutory objectives
for tenure review, set out in Part 2 of the CPLA, alongside complementary objectives
that met the Government’s desired long-term outcomes.

40 These objectives focussed primarily on tenure review and did not clearly cover all the
issues associated with pastoral land administration. Some of these objectives may still
be relevant, but we have assessed whether they are still suitable in light of the current
Government aspirations for Crown pastoral land.

2 Parliamentary Commissioner for the Environment Report: Change in the high country: “Environmental
stewardship and tenure review” — April 2009.

A676415



41

42

43

44

45

46

The previous Government’s 10 objectives encouraged the Crown to exercise its
preference to retain all land with significant inherent values as conservation land. This
included land capable of ongoing ecologically sustainable economic use. This has had
significant cost implications to the Crown to purchase lessees’ interest in extensive
grazing land, and in ongoing management costs.

Developing a new strategic focus for Crown pastoral land will provide a clear
direction for how Government wishes its land to be managed and how the tenure
review process should be carried out. It will also provide clarity to pastoral lessees,
and organisations with an interest in the South Island High Country, including local
government, iwi and environmental non-governmental organisations.

This paper recommends a strategic direction for Crown pastoral land only. A strategic
direction to cover all Crown-owned land in the South Island (i.e. pastoral leases,
conservation land, riverbeds and beds of major lakes) would require further work to
extend the focus of the strategic direction set out below.

The Department of Conservation report at Appendix B provides background on the
management objectives and benefits of public conservation land in the South Island
High Country.

We recommend that the strategic direction for Crown pastoral land be wide-ranging
and encompass the National Party agriculture/tenure review policy as well as
addressing other issues in the management of pastoral leases and tenure review. The
CPLA and the Land Act govern decisions on pastoral land management and tenure
review. The strategic direction would inform that decision-making process.

To give effect to this strategic direction, we recommend that the objectives for the
South Island High Country, set out in 2003, be rescinded. This will have some
operational and policy implications for LINZ, MAF, and DOC.

Scope of Strategic Direction
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We recommend an End Outcome intended to reflect the aim of management of
pastoral land. It is:

Crown pastoral land is put to the best use for New Zealand

This end outcome for the Strategic Direction for Crown Pastoral Land means that
Crown pastoral land is put to its best use for economic, environmental, and cultural
purposes. This end outcome aligns with the end outcome in LINZ’s Statement of
Intent for the management of all land under its control.

Success in achieving this end outcome means:

o decisions about the uses of Crown pastoral land reach an appropriate balance
between relevant economic, environmental, and cultural considerations; and

o Crown pastoral land is properly maintained and protected to ensure its value to
New Zealanders is maintdined and its use enhanced.



Objectives
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Beneath the End Outcome we recommend three Objectives covering Stewardship,
Economic Use and Relationships that cover all of the major issues with Crown
pastoral land. The Objectives provide flexibility to cover Crown pastoral land
management and disposal, whilst also meeting the intent of the National Party policy
statements.

Appendix C presents the proposed Objectives and discusses the National Party Policy
Statement (Agriculture/Tenure review) and the existing ten South Island High Country
objectives. The recommended Objectives are listed below:

51.1 Stewardship — Effective Stewardship of Crown pastoral land ensures that:
i Ecologically sustainable management is promoted, and

ii.  Pastoral and inherent values, including the natural character of
lakesides and landscapes, are maintained and protected.

51.2 Economic use —

i The contribution of Crown pastoral land to the New Zealand economy is
promoted; and

ii.  Lessees of Crown pastoral land will be charged rent on the basis of the
earning capacity of the property.

51.3  Relationships —

i The iconic nature of High Country farming and it’s contribution to New
Zealand culture is valued; and

ii.  Viable rural high country communities are valued.

We recommend the following high-level principles be applied when fulfilling the
Objectives and the End Outcome:

o The Crown and lessees endeavour to manage issues, including acting as a good
neighbour for those issues that transcend property boundaries; '

. The Crown acts as a good lessor; and
. The Crown engages appropriately with South Island High Country parties.

While an Objective on rentals has been developed that reflects National Party policy,
officials will undertake further work on the basis of rentals as part of the proposed
work programme. Officials will provide recommendations to Cabinet on any move to
earning-capacity rents, including identifying the fiscal, legislative and other impacts of
such a move and any changes to the strategic direction set out above.








