Toitu Te Whenua
Land Information
New Zealand

P8l OVERSEAS INVESTMENT OFFICE ﬂ

To: Hon Dr Megan Woods, Associate Minister of Finance
Hon Damien O’Connor, Minister for Land Information

ASSESSMENT REPORT: Cloudy Bay Vineyards Limited

; IN CONFIDENCE:
Date 4 April 2022 Classification Commercially sensitive
OIO reference 202100538 Deadline 30 April 2022
(Report reference) | (BRF 22-309) (contractual deadline)
Purpose

We seek your decision on an application for consent to acquire an interest in sensitive land
under the Overseas Investment Act 2005 (Act).

Action sought

1. Review this report and consult with each other if desired.

2. Determine whether to grant consent and, if so, on what conditions.

3. Indicate your decision from page 3.

Commercial deadline

4. The Applicant has requested a decision by 30 April 2022 as this is the date for
confirmation of the OlO consent condition in the sale and purchase agreement.

OIO Contacts
Name Position Contact First contact
Michael Appleyard Manager Applications +64 4 830 3880 X
Daniel Mumford Senior Solicitor +64 4 830 3959 O
Hannah Worsley Solicitor +64 4 471 7353 Od
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A. Summary

1.

3.

The Applicant is a winemaker based in the Marlborough region, particularly well-known
for its Sauvignon Blanc wine, that is part of the Louis Vuitton Moé&t Hennessy worldwide
luxury goods company.

The Applicant seeks consent to acquire a freehold interest in approximately 46.7669
hectares of land located in Marlborough. As part of the proposed transaction, the
Applicant seeks to replant approximately 5 hectares of the land with Sauvignon Blanc
vines and invest in winemaking facilities in order to increase its production of
Sauvignon Blanc wine, predominantly for export.

For the reasons set out in this report, our recommendation is to grant consent.

Key information

Applicant l Cloudy Bay Vineyards Limited
| France (66%), United Kingdom (34%)

Vendors Giesen Group Limited
New Zealand (100%)

Land 13.667 hectares of land located at 40 Alma Street North, Renwick,
Marlborough.
25.5786 hectares of land located at 78 Matthews Lane, Rapaura,
Marlborough
9.5213 hectares of land located at 164 Jacksons Road, Rapaura,
Marlborough

consideration NN

Sensitivity Is more than 5 hectares of non-urban land

Relevant tests Investor test: s16(1)(a)

Benefit to New Zealand test — substantial and identifiable benefit
(s16(1)(c)(ii) & s16A(1)(a) and (b) of the Act)

Farm land offer test: s16(1)(f)

Timing

4.

The Applicant has requested a decision by 30 April 2022 as this is the date for
confirmation of the OIO consent condition in the sale and purchase agreement.

Processing days for the application are set out in the table below. The OIO's
processing time is within expected timeframes as this application was received before
24 November 2021 (when statutory timeframes were introduced).

Quality Assurance OIO Processing Waiting for Applicant Third party
/ Vendor consultation
7 31 16 67
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B. Decision

Core tests
6. | determine that:

6.1 The ‘relevant overseas person’ is (collectively):

Relevant overseas person Role

Cloudy Bay Vineyards Limited Applicant

LVMH Moét Hennessy Louis Vuitton SA | Ultimate indirect 66% owner of the
(LVMH) Applicant

6.2 The ‘individuals with control of the relevant overseas person’ are:

individuals with control Role
Yang Shen Director of the Applicant

Bertrand Francois Joseph Nicolas Steip g:t(:t:tec::;éh\?vazglg?v?;};rzst'ﬁsm|3f

6.3 None of the relevant overseas persons and individuals with control of the relevant
overseas person have established any of the factors contained in section 18A(4)

of the Act.
7. | am satisfied that the investor test in section 18A has been met.
Hon Dr Megan Woods Hon Damien O’Connor
Agree B/ Agree lﬂ/
Disagree l Disagree O
8. | am satisfied, in relation to the benefit to New Zealand test, that:

8.1 the criteria for consent in sections 16 and 16A have been met;

8.2 the overseas investment will, or is likely to, benefit New Zealand (or any part of it
or group of New Zealanders);

8.3 the benefit will be, or is likely to be, substantial and identifiable; and

8.4 the farm land offer criteria have been met.

Hon Dr Megan Woods Hon Damien O’Connor
Agree B/ Agree E}/
Disagree ] Disagree O

Case 202100538 - 3 of 32



National interest assessment

9. I note that the overseas investment in sensitive land is not a transaction of national
interest under section 20A of the Act and the Minister of Finance has not notified it is a
transaction of national interest under section 20B of the Act.

Hon Dr Megan Woods
Noted

10. My ultimate decision is to:
Hon Dr Megan Woods
Grant consent subject to the
conditions in the Proposed
Decision in Attachment 1

Grant consent with amended
conditions provided on:

Decline consent

ol

Decision about whether to grant or decline consent

v

O

Hon Damien O’Connor

Noted [ﬂ/

Hon Damien O’Connor

Grant consent subject to the L_U/
conditions in the Proposed
Decision in Attachment 1

Grant consent with amended OJ
conditions provided on:

Date: IO / [t, / %
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C.

Background and proposed transaction

1.

12.

13.

14.

18.

Cloudy Bay Vineyards Limited (Applicant) seeks consent under the Act to acquire
approximately 46.7669 hectares of sensitive land comprised in three parcels in
Mariborough, being the land located at 40 Alma Street, Renwick; 164 Jacksons Road,
Rapaura; and 78 Matthews Lane, Rapaura (“Land” or “Vineyards”).

The three separate land parcels (coloured pink in the aerial photos below) each adjoin
other vineyard land and the winery owned by the Applicant (coloured green in the aerial
photos below).

Figure 1 — Aerial photos provided by the Applicant — These photos show the three land parcels
comprising the Vineyards adjoining vineyard land owned by the Applicant

The Applicant is an established New Zealand wine brand, particularly well-known for its
Sauvignon Blanc, and forms part of the Louis Vuitton Moét Hennessy (LVMH) group, a
French company listed on the Euronext Paris Eurolist exchange that operates globally
and specialises in luxury goods.

As part of the transaction, the Applicant intends to replant approximately 5.3 hectares
of vines with new Sauvignon Blanc vines. The Applicant also intends to invest in new
equipment and storage facilities for its winery. The investment in Sauvignon Blanc
vines and equipment and storage facilities is intended to help the Applicant increase its
production of wine to keep up with demand.

We note for completeness that part of the Land (being the 9.52 hectare parcel at 164
Jacksons Road) was previously included in an application the Ministers decided in July
2020 (case 201900453). However, the transaction did not proceed as the contract was
terminated before consent was granted. The 164 Jacksons Road property was later
sold to the Vendor.

Application of the Act

16.

This application was received prior to 24 November 2021, so the tests in place before
this date apply.
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25. A diagram of the intended ownership structure is in Attachment 2.

Control

26. The investment has been approved by the Applicant and by a subcommittee of senior
executives within LVMH (the LVMH Subcommittee), as per the Applicant's standard
internal capital expenditure approval process.

27. The Applicant submits that day-to-day management and control of the Applicant,
including significant expenditure on its various vineyards and all creative and
winemaking decisions regarding wines and wine styles, rests with the Applicant's
locally-based Estate Director (Yang Shen) and the local senior management team
based in Blenheim, New Zealand. The New Zealand senior management team has
wide discretion to drive the Applicant's direction and management as the team sees fit.

28.

29. Additional approval is only required from within LVMH, through the LVMH
Subcommittee, when the New Zealand senior management team is proposing to

acquire or dispose of any vineyards or major assets.

Relevant overseas person and individuals with control

30. We recommend that the ‘relevant overseas person’ is (collectively). The Applicant,
Cloudy Bay Vineyards Limited and LVMH Moét Hennessy Louis Vuitton SA.

Relevant overseas person Role J

Cloudy Bay Vineyards Limited Applicant and acquiring entity

- L 0
LVMH Mot Hennessy Louis Vuitton SA Ultimate indirect 66% owner of the

Applicant
31. We recommend that the ‘individuals with control of the relevant overseas person’
(IWC)™° are:
Individuais with control Role

Yang Shen Director of the Applicant

Director of the Applicant, President of

! , ‘ :
| Bertrand Francois Joseph Nicolas Steip Estates and Wines division at LVMH

|
32. We consider these individuals to be the IWCs for the following reasons:

. Mr Bertrand Stiep is the President of Moet Hennessy Estates & Wines, the
division that includes wines from the Applicant. Mr Steip can reasonably be
considered to be the individual with control of LVMH for overseas investments
relating to wine;

19 Section 15.
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40.

41.

Figure 2 — Aerial photo provided by the Applicant — This restricted geographical zone photo
from where the Applicant need to source its grapes (outlined in green)

There are no additional grapes available for purchase in this area due to the tight
supply and restricted vineyard area. The Applicant submits that sourcing grapes from
other areas would drastically alter the flavour profile and characteristics of Cloudy Bay
Sauvignon Blanc.

The Land is comprised of three separate vineyards, each of which directly adjoin
existing vineyards owned by the Applicant. The three vineyards are currently used for
grape growing, and comprise approximately 38.9 hectares of planted vines consisting
of approximately:

e 37.42 hectares of Sauvignon Blanc;
o 1.3 hectares of Pinot Gris; and
» 0.18 hectares of Semilion.

Investment

42.

43.

The Applicant will replant the 1.3 hectares of existing Pinot Gris vines with Sauvignon
Blanc on the Jacksons Road vineyard in 2025 (the earliest available date due to a
shortage of available vines).

The Applicant will also replant the 4.05 hectares of existing Sauvignon Blanc vines
(and 0.18 hectares of Semillon vines) with new Sauvignon Blanc vines on the
Matthews Lane vineyard in 2025 (the earliest available date due to a shortage of
available vines), due to poor wine quality caused by poor vine genetics.
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44.

45.

46.

y Estale Vinzyard and Wmnerny.

{

L

Pinot Gris to be Sauvignon Blanc to be Sauvignon Blanc to be

replanted to retained on both replanted - 4.05ha
Sauvignon Blanc - vineyards
1.3ha

Figure 3 — Aerial photo provided by the Applicant — This photo shows the two land parcels
where the vine replanting will occur (coloured dark purple)

The Applicant will also undertake additional investment (likely to be in excess of_
bto accommodate the additional grape supply

from the Land, including:

e purchasing a new grape press [N

» purchasing new stainless steel tanks (KNS

¢ vineyard equipment [ and

e constructing a new cellar building to store the new tanks q
If the transaction proceeds, most of the additional development will occur on the
adjoining winery (coloured green in the Figure 3 photo above), including the new
stainless steel tanks and new cellar building.

All of the grapes grown and harvested from the Land will be used to make Sauvignon
Blanc b In the year ending 30 June 2021, the Applicant’s
export price per bottle was ISl which is [Jiilitimes higher than the average New
Zealand export bottle price which (when taking bottled and bulk exports into account)
sits at just $4.80 per bottle. This average price is calculated using recent New Zealand

Winegrowers statistics published online for May 2021'", and confirmed by the Applicant

" https:/Awww.nzwine.com/media/19853/nzwine-kpis-may-2021.ipq (last accessed on 28/3/2022).
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47.

48.

49.

and an investment report prepared by Alistair King (a business consultant with over 22
years' experience in the viticultural and wine industries of New Zealand).

The investment is likely to result in increased export receipts of approximately
*As noted further in paragraphs 66-67, the Ministry of
Primary Industries (MPI) also consider the investment is likely to result in increased
export receipts.

The investment is also likely to increase employment on the Land due to the replantin
and more intensive viticulture.

IS approach helps create a
premium wine product that is distributed through the Applicant’s distribution network for
luxury goods.

The investment is also likely to result in improved public walking access to the
Gibsons/Ruakanakana Creek, with the creation an access strip and an esplanade strip
over the Land from Alma Street to an existing esplanade strip along the
Gibsons/Ruakanakana Creek (this is detailed further in paragraph 64 below). The
investment is also likely to result in the acquisition of special land, being the bed of the
Gibsons/Ruakanakana Creek that adjoins the Land.

What is likely to happen without the investment (Counterfactual)

S0.

51.

52.

53.

We consider the most likely counterfactual is that the vendor is likely to retain the Land
in the short-term but would look to sell the Land in due course to an alternative New
Zealand purchaser (ANZP).

A potential ANZP is likely to be either:

e an established, existing vineyard operator with its own winery and looking to
expand its supply of grapes;

e an investor looking to buy vineyard assets, selling grapes, or leasing the Land
to another wine producer; or

¢ a new entrant to the market looking for a lifestyle property or new business.

We consider the most likely ANZP is an established, existing vineyard operator with its
own winery and looking to expand its supply of grapes in order to increase its wine
production. This position is supported by an investment report prepared by Alistair King
(a leading wine industry consultant as noted above in paragraph 46). The ANZP would
likely be a 'Category 3’ winery — a winery with annual sales exceeding $4,000,000 litres
(that will have the capacity to process the additional supply of grapes from the Land).

As a result of the advertising for the sale of the Land, most of the parties expressing an
interest were existing vineyard operators with their own wineries. This includes a
number of wineries that are Category 3 wineries (eg Saint Clair, Booster Wine group,
Whitehaven, and Wairau River).

Assessment of key benefits

54.

We consider the investment is likely to result in an increase in the amount of the
Applicant’s Sauvignon Blanc wine that is exported around the world. The investment is
also likely to lead to the creation of new jobs (for replanting, viticultural management,
and vineyard operations), additional investment for development purposes (at least
ifor replanting, new grape press and vineyard equipment, new tanks, and
new cellar building), and increased export receipts, as well as the improved walking
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Consultation and submissions about the investment
61. No third-party submissions were sought or received in relation to this application.

62. In undertaking our assessment, we consulted with the Walking Access Commission
(WAC) and MP!.

Walking Access Commission

63. The Applicant consulted with WAC prior to submitting its application for consent to the
OlO. WAC provided the Applicant with recommendations, which were submitted along
with the application.

64. WAC recommended:

e enduring public access along the Gibsons/Ruakanakana Creek (on 40 Aima
Street North) is created by way of a new access strip (approximately located by
an arrow in the image below) allowing public access from Alma Street North to
the existing esplanade strip (marked in yellow in the image below); and

s enduring public access is created by way of a new esplanade strip along the
Gibsons/Ruakanakana Creek (approximately marked in pink and with the words
“New Esplanade Strip “in the image below) allowing a continuation of the
existing access strip on the adjoining land (marked in yellow in the image
below) through the Land.

e Do

Figure 4 — Aerial photo with markings provided by WAC — This photo shows the two areas
recommended for enduring public access along the Gibsons/Ruakanakana Creek
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65.

> '-t..l'-"""' LAIi% 97N

» ¥ o
il

Figure 5 — Aerial photo provided by WAC — This photo shows the wider area around the two
areas recommended for enduring public access along the Gibsons/Ruakanakana Creek (the 40
Alma Street property is outlined in red)

We have proposed a special condition requiring the Applicant to implement the access
relating to 40 Alma Street.

Ministry of Primary Indusfries

66.

67.

In undertaking our assessment, we consulted with

at MPI about the application and the proposed investment. MPI advised that they
consider the investment is likely to result in increased export receipts due to the high
export price of its Sauvignon Blanc wine that is distributed through the Applicant's
distribution network for luxury goods.

MP! also noted that existing labour shortages and a lack of seasonal staff would make
it difficult to secure the additional jobs that would be created as a result of the
investment.

Proposed conditions and rationale

68.

69.

70.

In order to adequately secure the key benefits resulting from the investment, we

recommend imposing a special condition requiring the Applicant to invest at Ieas-
B specific development works by &

We also recommend imposing a special condition requiring the Applicant to create at
least 3 permanent FTE jobs on the Land by 30 April 2024.

We also recommend imposing the special condition mentioned in paragraph 65 relating
to improving public walking access.
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80.

. has foreign government or associated involvement that was below the 10 per
cent threshold for automatic application of the national interest test, but granted
that government (and/or its associates) disproportionate levels of access to or
control of sensitive New Zealand assets

. would have outcomes that were significantly inconsistent with or would hinder the
delivery of other Government objectives

o raises significant Treaty of Waitangi issues, or
° relates to a site of national significance (e.g. significant historic heritage).
We do not consider that this investment engages any of these risk factors.

Conclusion

81.

82.

83.

After considering the application, our view is that:
. the investor test has been met; and

. the overseas investment will, or is likely to, benefit New Zealand (or any part of it
or group of New Zealanders); and

. the benefit will be, or is likely to be, substantial and identifiable;
o the farm land offer test has been met; and
3 the transaction is not considered to be a transaction of national interest.

Therefore, we consider that the criteria for consent in section 16 have been met and
our recommendation is to grant consent.

If you agree, we refer you to Attachment 1 to review the Proposed Decision (including
consent conditions), and from page 3 of this Assessment Report to record your
decision. '

/ £ ;_%"/{%ﬂ\{; / =
Michael Appleyard

Manager, Applications
Overseas Investment Office

Date: 04 / 04 / 2022

List of Attachments

Proposed Decision
Intended ownership structure
Other benefit factors
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ATTACHMENT 1 PROPOSED DECISION

Consent for Overseas Person to Acquire Sensitive New Zealand Land

Read this consent carefully - you must comply with all the conditions. If you do not,
you may be required to dispose of the land and/or be subject to fines or other
penalties.

Consent

Decision date: [HE&]

The following people have been given the following consent:

|
Case | 202100538
|

Consent | The Consent holder may acquire the Land subject to the
| Conditions set out below.

Consent holder/s Cloudy Bay Vineyards Limited (Company number 271895)

We will also refer to each Consent holder and the Consent
holders together as you.

Land A freehold interest in 13.6670 hectares of land located at 40
Alma Street North, Renwick, Marlborough contained in Record
of Title MB3D/879 (Marlborough).

A freehold interest in 8.5213 hectares of land located at 164
' Jacksons Road, Rapaura, Mariborough contained in Record of
Title 776679 (Marlborough).

A freehold interest in 23.5786 hectares of land located at 78
Matthews Lane, Rapaura, Marlborough contained in Records
of Title MB5B/855, MB5B/862, and MB6B/1466 (Mariborough).

Timeframe ! You have until 30 April 2023 to acquire the Land.

Case 202100538 - 22 of 32



Conditions

Your Consent is subject to the Special conditions, Standard conditions and Reporting
conditions (Conditions) set out below. You must comply with them all. Be aware that if you do
not comply with the Conditions you may be subject to fines or other penalties, and you may
also be required to dispose of the Land.

In the Consent and the Conditions, we refer to the Overseas Investment Office as OlO, us or
we.

Act means the Overseas Investment Act 2005.

Special Land means the bed of Gibsons Creek, as defined further in the Special
Land Offer.

Special Land Offer means the offer of Special Land to the Crown by Cloudy Bay
Vineyards Limited and Giesen Group Limited.

Special conditions

You must comply with the following special conditions. These apply specifically to this
Consent and were considerations that particularly influenced us to give consent:

Details Required date

Special condition 1: Additional investment for development purposes

You must introduce into New Zealand at leastFto -
be spent for development purposes, inciuding the following:

(a) replanting at least 5 hectares of Sauvignon Blanc vines;

(b) purchasing a new grape press,

(c) purchasing new stainless steel tanks;

(d) purchasing new vineyard equipment; and

(e) constructing a new cellar building to store the new
tanks.

If you do not, standard condition 6 will apply and we may
require you to dispose of the Land.

Special condition 2: Replant vines

You must replant at least 5 hectares of the Land currently 31 May 2026
planted in Sauvignon Blanc and Pinot Gris with new
Sauvignon Blanc vines.

If you do not, standard condition 6 will apply and we may
require you to dispose of the Land.
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Special condition 3: Create new jobs

You must create at least 3 permanent FTE jobs (for vineyard = 31 May 2024
operators and a vineyard supervisor) on the Land.

Special condition 4: Create public walking access

1. You must prepare and register (at your cost) an access By 31 May 2025
strip (approximately located by an arrow in the image
below and with the words “New Access Strip”) over
Record of Title MB3D/879 that allows enduring public
walking access from Alma Street North in Renwick to the
existing esplanade strip (marked in yellow in the image
below).

2. You must prepare and register (at your cost) an ' By 31 May 2025
esplanade strip (approximately marked in pink in the
image below and with the words “New Esplanade Strip”)
over Record of Title MB3D/879 that allows enduring
public walking access along part of the
Gibsons/Ruakanakana Creek, creating continued public
walking access from the existing access strip on the
adjoining land (marked in yellow in the image below).

I

2 E 3

New Access Strip
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Standard conditions

You must also comply with the standard conditions set out below. These apply to all
overseas people who are given consent to acquire sensitive New Zealand land, including
you:

Details Required date

Standard condition 1: acquire the Land

You must acquire the Land: As stated in the Consent

1. by the date stated in the Consent.
If you do not, your Consent will lapse or become invalid
and you must not acquire the Land, and

2. using the acquisition, ownership and control structure
you described in your application.

Note, only you — the named Consent holder — may acquire
the Land, not your subsidiary, trust or other entity.

Standard condition 2: tell us when you acquirs the Land

You must tell us in writing when you have acquired the Land.  As soon as you can, and
no later than two months

Include details of: after Settliement

1. the date you acquired the Land (Settlement),
2.  consideration paid (plus GST if any),

3.  the structure by which the acquisition was made and
who acquired the Land, and

4.  copies of any transfer documents and Settlement
statements.

Standard condition 3: allow us to inspect the Land

Sometimes it will be helpful for us to visit the Land so we can At all times
monitor your compliance with the Conditions.

We will give you at least two weeks' written notice if we want
to do this.

You must then:
1. Allow a person we appoint (Inspector) to:

(a) enter onto the Land, including any building on it,
other than a dwelling, for the purpose of monitoring
your compliance with the Conditions (Inspection),
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Reporting conditions

We need information from you about how your Investment Plan is tracking so we can monitor
your progress against the Conditions and so we can measure the benefits you have brought
to New Zealand through your investment.

You must lodge a report. This must:

1.  be sent to oiomonitoring@linz.govt.nz by 31 May 2026;

2. contain information about;

(a)
(b)

()
(d)

(e)

your progress in implementing the Special conditions;

the amount of additional investment expended to date under each of the
categories in Special condition 1;

the number and type of new jobs created under Special condition 3;

the exports created from the use of the Land, including total wine export numbers
and total export receipts; and

your progress with the preparation and registration of legal instruments to improve
public walking access; and

3.  follow the format of the template report published on our website (see
https://oio.linz.qovt.nz/oio-consent-monitoring).

If requested in writing by the OIO, the Consent Holder(s) must provide a written report within
20 working days (or such other timeframe as specified) on any matter relating to its
compliance with:

(a)

(b)

the representations and plans made or submitted in support of the application and
notified by the regulator as having been taken into account when the content was
granted or

the conditions of this consent..
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ATTACHMENT 2 - INTENDED OWNERSHIP STRUCTURE

United Kingdom

ot unsﬁs
France
100%
MHCS SA France
100%
Veuve Clicquot Properties Pty | =
100%
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