OVERSEAS INVESTMENT OFFICE [ Frpising

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

ASSESSMENT REPORT: Kauri Forestry LP

Date 24 February 2021 Classification IN CONFIDENCE:
Commercially sensitive

DioiTeterence <H1B10211 Suggested As soon as possible
(Report reference) BRF 21-325 deadline |

Purpose

We seek your decision on an application for a standing consent to acquire interests in
sensitive land for forestry purposes under the Overseas Investment Act 2005 (the 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.
OIO Contacts
Name 5 Position Contact First contact
Michael Appleyard Manager Applications 04 830 3880 X
Phillip Anderson Senior Advisor 04 471 6653
Y
/\}gm/\
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A. Summary

1. The Applicant (Kauri Forestry LP - Kauri) is seeking a standing consent to acquire
sensitive land for forestry purposes.’ For the reasons set out below, our
recommendation is to grant consent.

Key information

Applicant Kauri Forestry LP
(Switzerland 93%, Germany 7%)
Application type | Standing Consent (forestry activities) for overseas investments in sensitive land.
Proposed scope | Limit type Limit recommended by OIO
of Standing — . ORI, T "
Consent Interest type No limit (e.g. freehold, leasehold, forestry rights, and
P interests in forestry owning companies)
Forest land and land to be converted to forestry (may
Land types include farm land, permitted residential land and special
land?)
Location Nationwide
Max transactions Maximum of 20 transactions (but within the maximum

total land areza/umm

Max total area

Max area per
transaction

Maximum tdtal f 6,000 ha o§) ensitive land

Existing forest -per transaction involving an
acquisition of interests in land that is already used
exclusively or nearly exclusively for forestry activities;

New forest — 500 ha per transaction involving an
acquisition of interests in land that is Non-Forest Land,
including farm land being acquired for conversion to
forestry*.

* We note that Kauri has requested a threshold of 750 ha
due to the unusual nature of its business model. Its
reasons for doing so are set out in Attachment 4 and is

| further discussed under the scope section below.

Use-by date

Relevant tests

31 March 2024 (duration of approximately 3 years)

» Standing Consent (Forestry Activities) — s23A and ¢l 3 of Schedule 4

" Under Schedule 4, clause 3 of the Act.
2 Special land comprises of certain qualifying riverbeds, lakebeds, foreshore and seabed.
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Timing

2.

Kauri seeks a decision as soon as practicable, having lodged its original application
over a year ago in August 2019. A decision has been delayed due to the need to
develop standing consent processes, Covid-19 and Kauri undertaking an internal
restructure and providing additional information about an underlying investor.

Meanwhile, Kauri has continued to successfully apply under the one-off special forestry
consent pathway (five consents have been granted since October 2019).

Processing days for the application are set out in the table below. Currently, there are
no processing target dates for standing consents as they remain relatively new and are

complex to process.

Quality Assurance OIO Processing Waiting for Applicant Third party
/' Vendor consuitation
7 77 259 0

B. Decision

Core tests

4.

| determine that:

(@) The ‘relevant overseas person’ (ROP) is:

Relevant overseas person

Role

Kauri Forestry LP (Kauri)

Applicant

Craigmore Forestry GP Limited (GP)

General Partner of Kauri

M)

Investment Manager for Kauri

Limited Partner of Kauri {

Limited Partner of Kauri {

(b) -+ The ‘individuals with control of the relevant overseas person’ (IWCs) are:

! Individual

Role

Forbes Elworthy (NZ)

director of IM entity and founder of the Craigmore Group

Che Charteris ((NZ)

director

of GP and of IM entity
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(¢)  The individuals with control of the relevant overseas person collectively have
business experience and acumen relevant to the overseas investment;

(d) The relevant overseas person has demonstrated financial commitment to the
overseas investment;

(e) Allthe individuals with control of the relevant overseas person are of good
character;

()  Each individual with control of the relevant overseas person is not an individual
of the kind referred to in sections 15 or 16 of the Immigration Act 2009 (which list
certain persons not eligible for visas or entry permission under the Immigration
Act).

| am satisfied that the Investor Test in section 16(2)(a)-(d), as outlined in
paragraphs 4(c) to 4(f) above, has been met.

Hon Damien O’Connor Hon Dr Megan Woods
Agree Q/ Agree ]
Disagree L] Disagree ]

| am satisfied, in relation to the remaining criteria for a forestry activities standing
consent set out in clause 3 of Schedule 4 of the Act, that:

6.1 the following conditions will be, or are likely to be, met:

(i)  conditions for the purpose of ensuring that the special test relating to
forestry activities is met for each overseas investment under the standing
consent;

(i)  conditions requiring farm land/farm land securities to be offered for
acquisition on the open market to non-overseas persons;

(i) conditions requiring that the OlO be notified of each transaction settled
under the standing consent; and

(iv) additional conditions, including conditions limiting the land that can be
acquired under the standing consent.

6.2 the applicant has adequate processes in place for meeting the requirements of
regulation 29 (which include continuing to implement existing arrangements for
specified purposes, existing conditions of consent, and log supply obligations);

6.3 ' the applicant has a strong record of compliance with the Act and with conditions
and other requirements imposed under it.

Hon Damien O’Connor Hon Dr Megan Woods
Agree Q( Agree ]
Disagree W Disagree ]
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Decision about whether to grant or decline consent
7. My ultimate decision is to:

Hon Damien O’Connor Hon Dr Megan Woods

Grant consent subject to the ] Grant consent subject to the O]
conditions in the Proposed conditions in the Proposed

Decision in Attachment 1 Decision in Attachment 1

Grant consent with amend d Grant consent with amended ]
conditions provided on: #7)%2 2/ conditions provided on:

Decli ] Decline consent ]

Hon Damien O’Connor Hon Dr Megan Woods

Date: ’(ﬂ/ ’S /2/1 ‘ Date: / /
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(-7 o~
Standing 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 land acquired under this consent and/or be subject
to fines or other penalties. We may also vary or revoke this standing consent.

Consent

Decision date:

The following people have been given the following consent:

Case 201810211

Consent type Standing Consent (forestry activities) for overseas
investments in sensitive land.

Consent You may give effect to overseas investments in sensitive
land, subject to the limits and conditions set out below.

Consent Holders (a) Kauri Forestry LP (CN 2695031)

(b) Any joint venture with a non-overseas person, whether
incorporated or not, in which Kauri Forestry LP holds at all
times at least a more than 50% ownership and control
interest

We will also refer to each Consent Holder and the Consent
Holders together as you.

Limits (a) Youmay settle no more than 20 overseas investment
transactions.

(b) You may acquire interests in no more than 6,000
hectares of sensitive land in total;

(c) The maximum land area per transaction is:

(i) 2,500 hectares per transaction involving an
acquisition of interests in land that is already used
exclusively or nearly exclusively for forestry activities; and

(ii) 500 hectares per transaction involving an acquisition
of interests in land that is Non-Forest Land, including
farm land being acq or conversion to forestry.

(d) You may acquire interests in land that is located
anywhere in New Zealand.

(e) This standing consent cannot be used to acquire an
investment in a strategically important business (SIB) as
described in section 20A(1)(c) or (d) of the Act.

Expiry date 30 September 2023 (Use-by Date)

Conditions
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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 the Consent may be revoked or varied, you may be
subject to fines or other penalties, and you may also be required to dispose of land acquired
under this Consent.

We may vary the Conditions after you notify us of a transaction to record any existing
arrangements, conditions of consent, or log supply obligations you must comply with. We
may also vary the conditions for other purposes with your agreement. We may do so by
adding schedules to this consent (one for each investment transaction requiring variation).

In the Consent and the conditions, we refer to the Overseas Investment Office as OIO, us or
we.

Special conditions

You must comply with the following special conditions. These apply specifically to this
Consent and include conditions that we must impose under the Act.

Definitions

Act means the Overseas Investment Act 2005

Land means the relevant land in relation to an overseas investment in sensitive land
acquired under this Standing Consent.

Legal Review means a review by a New Zealand lawyer who has experience with the Act,
to confirm a transaction is covered by this Consent and what the Consent Holder must do to
comply with the Conditions.

Non-Forest Land means land that is not used exclusively, or nearly exclusively, for forestry
activities.

Notice of Intention to Offer means a notice in respect of special land (i.e. marine and
coastal area or bed of a river or lake) under regulation 13 of the Overseas Investment
Regulations 2005 that meets the requirements of regulation 14 and is in the form published
on our website (as updated from time to time).

Notification Template means the notification template for transactions settled under a
standing consent published on our website and updated from time to time.

Planting Plan means a plan that describes how the land will be planted and identifies and
explains: the area of land suitable for planting, the relevant land-use class(es) of the Land (in
particular whether any of the Land is classified Land Use Class 1-5), the area you will plant
with trees and type of trees you will plant, and a map showing the same.

Regulations means Overseas Investment Regulations 2005.

Sensitive Land Certificate means a certificate for the purposes of Schedule 1 of the
Overseas Investment Act 2005 (as published on our website and updated from time to time)
completed by a land professional or lawyer experienced in providing such certificates.

Standing Consent Checklist means the pre-investment checklist for standing consents
published on our website and updated from time to time.

Termination Period means the period during which the Consent Holders may terminate a
transaction, on grounds which include that the transaction is not covered by the Consent or
the Consent Holders cannot comply with the Conditions.

Worker Accommodation means accommodation that complies with section 16A(4)(c) of
the Act.

Any term or expression that is defined in the Act or Regulations and used, but not defined, in
this consent has the same meaning as in the Act or Regulations.
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Details

Required date

Special Condition 1: due diligence

You must do the following:

1. complete a Standing Consent Checklist (if we have
published one);

2. obtain a Sensitive Land Certificate:

3. obtain confirmation from the Vendor as to whether there
are any requirements that must be met under regulation
29(2) (e.g. any existing arrangements, conditions of
consent, or log supply obligations); and

4. obtain a Legal Review.

Before entering into
transaction or during the
Termination Period.

You must not settle a transaction in reliance on this Consent
unless that transaction is covered by this Consent and you
can comply with the Conditions.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of any
interest in land you acquired in breach of this condition.

At all times.

Special Condition 2: offer any Farm Land on the open market

You must not settle a transaction involving farm land or farm
land securities (Farm Land) unless the criterion in section
16(1)(f) of the Act (Advertising Criterion) has been met.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of any
interest in land you acquired in breach of this condition.

Before settlement.

Special Condition 3: notice of individual acquisitions

You must notify us of each transaction settled under this
Standing Consent using the OIO’s Notification Template
(Notification).

To avoid doubt, the Notification must include (as applicable):
5. the Planting Plan referred to in Special Condition 5: and

6. ‘confirmation of your decision to retain or divest dwellings
under Special Condition 9.

As soon as you can, and
no later than 2 months
after settlement.

Special Condition 4: land must be used for forestry activities

The Land must be used exclusively, or nearly exclusively, for
forestry activities except as otherwise permitted by special
condition 10 (permitted temporary activities).

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.

At all times.
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For the avoidance of doubt, this condition does not require
you to do anything in breach of any other Act, regulation,
rule, bylaw, or that is otherwise contrary to law.

However, if circumstances arise that mean you are not likely
to be able to use the Land exclusively or nearly exclusively
for forestry activities as required by this condition (e.g. you
are declined resource consent for conversion of the Land to
forestry activities), you must:

1. advise the OIO in writing of the circumstances; and

Within 2 months of the
circumstance occurring

2. if required by the OIO, dispose of the interest in the Land.

Within the timeframes set
by the OIO.

Special Condition 5: Non-Forest Land

If you acquire Non-Forest Land, you must prepare a Planting
Plan that shows how you will utilise the land purchase in
terms of forestry activities.

Before Notification.

The Planting Plan should align with best industry practice
and may be updated to reflect changes in government
policy/strategy (e.g. to improve forestry practices or land
use). The Planting Plan may reflect plans to subdivide and/or
sell portions of the land (e.g. if part(s) of the land are best
suited for activities other than forestry, such as farming). If
material changes are made to the Planting Plan, you must
notify the OIO.

Notify the OlO within 2
months of updating the
Planting Plan, and in any
case prior to planting.

You must complete planting a crop of trees on the Non-
Forest Land in accordance with the Planting Plan (provided
that plan improvements may be made to align with best
industry practice, government policy/strategy, and/or legal
requirements).

For the avoidance of doubt, this condition does not require
you to do anything in breach of any other Act, regulation,
rule, bylaw, or that is otherwise contrary to law. For example,
you are not required to plant contrary to restrictions imposed
as part of a resource consent.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.

Within 3 years of
settlement, unless an
alternative period or
arrangement is agreed in
writing with the OIO.

For the avoidance of doubt, these conditions do not prohibit
you from selling part(s) of the Land (for example, if part of
the land is best suited for activities other than forestry and
you plan to subdivide it for sale).

Special Condition 6: trees must be replanted after harvest
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You must replace each crop of trees you harvest on the
Land with a new crop of trees (Replant). You may Replant
on a like-for-like basis or on any similar basis.

This condition does not require you to:

1. Replant with the same species of tree or use the same
silvicultural regime;

2. Replant land held under a forestry right that expires upon
the completion of harvesting or within 2 years of
harvesting; or

3. do anything in breach of any other Act, regulation, rule,
bylaw, or that is otherwise contrary to law.

This condition does not limit Special Condition 4.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.

Within 3 years of harvest,
unless an alternative
period or arrangement is
agreed in writing with the
Olo.

Special Condition 7: residential land

You must ensure that any residential land acquired must
adjoin other non-residential land being acquired in the same
transaction.

Before Acquisition.

Special Condition 8: residential use restrictions

The Land must not be used, or held for future use, for any
residential purposes except for:

1. Worker Accommodation; or

2. as otherwise permitted by Special Condition 10
(permitted temporary activities).

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment,

At all times.
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Special Condition 9: divestment of Surplus Dwellings

If you acquire Land containing any dwelling(s), you must Before Notification (or as

decide whether you intend to retain or divest the dwelling(s). | otherwise agreed in writing
with the OIO)

If you decide to divest dwelling(s) (Surplus Dwelling(s)), Within 1 year of

you must: Settlement if no

3. relocate the Surplus Dwelling(s) from the Land; or subdivision is necessary;

4. sell the part(s) of the Land that contain the Surplus or
Dwelling(s) to a third party who is not your associate. Within 2 years of
Settlement if subdivision is
necessary;

(unless an alternative
period or arrangement is
agreed in writing with the
0Ol0)

Special Condition 10: permitted temporary activities

The Land may be used for the following temporary activities: Temporarily — for the
period set out in the

1. the Land may be grazed prior to being planted with a condition.

crop of trees; and

2. Surplus Dwellings may be rented while you undertake the
process of divesting them in accordance with Special
Condition 9.

Special Condition 11: existing arrangements, consent conditions, and log supply
obligations

You must ensure all requirements set out in regulation 29(2) | At all times
are met, including:

1. specific obligations identified in a Notification and
included in a schedule to this Consent; and

2. obligations that are not identified in a Notification.
In summary, the above requirements are to:

1. maintain and implement any existing arrangements for
specified purposes;

2.to do, or not do, things as required by any existing
conditions of consent that are for a specified purpose;
and

3. supply logs as required by any existing log supply
obligations.

(together, the Obligations).

If you do not comply with this condition, Standard Condition 5
will apply and we may require you to dispose of the relevant
investment.
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Special Condition 12; special land

If regulations 29(9)-(10) apply, you must not settle a
transaction under this Consent unless any special land has
been offered to the Crown in accordance with the
Regulations.

At all times.

You must provide us with the information we need to
commence the special land offer process, being:

1. a Notice of Intention to Offer; and
2. a Sensitive Land certificate.

Before you enter into a
transaction, or as soon as
practicable afterwards, but
(in any event) before you
settle a transaction.

Unless the Crown waives it's right to acquire the special land
at the outset under Regulation 15(3)(a), you must work with
us to complete a special land agreement (or agreements, as
the case may be) that meets the requirements of Regulation
22 (Special Land Agreement).

Before the offer of special
land is made.

If the Crown accepts the offer of special land, you must
adopt and be bound by the Special Land Agreement and
transfer the special land to the Crown on the terms set out in
the Special Land Agreement.

Upon becoming the
registered owner of the
Land.

This special condition will be deemed to have been complied
with if the relevant Ministers make a decision to waive the
offer of special land in accordance with Regulation 15(1).

Special Condition 13: Subdivided areas (LUC classes 1-5)

Where the Land includes any contiguous areas of 50
hectares or more that is classified as Land Use Capability
(LUC) classes 1-5, which can practically be subdivided and
sold, you must include the subdivision and sale of such
areas (subdivided areas) in the Planting Plan.

Before Notification.

Any subdivided area must be sold to a third party who
intends to use it for farming purposes at the time of
purchase.

Within 3 years of
settlement
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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:
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Details Required date

Standard Condition 1: acquire the interest in land

If you acquire an interest in land under this Consent, you As stated in the Consent.
must do so:

1. by the Use-by Date stated in the Consent.

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

Note, only you — the named Consent Holder - may acquire
the interest in Land, not your subsidiary, trust or other entity.

Standard Condition 2: allow us to inspect the Land
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Sometimes it will be helpful for us to visit the Land so we can
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),

(b) remain there as long as is reasonably required to
conduct the inspection,

(c) gather information,
(d) conduct surveys, inquiries, tests and measurements,
(e) take photographs and video records, and

(f) do all other things reasonably necessary to carry out
the Inspection.

2. Take all reasonable steps to facilitate an Inspection
including:

(a) directing your employees, agents, tenants or other
occupiers to permit an Inspector to conduct an
Inspection,

(b) being available, or requiring your employees, agents,
tenants or other occupiers to be available, at all
reasonable times during an Inspection to facilitate
access onto and across the Land. This includes
providing transport across the Land if reasonably
required.

3. During an Inspection:

(a) we will not compel you and your employees, agents,
tenants or other occupiers to answer our questions
or to let us look at, copy or take away documents,

(b) our Inspector will comply with any reasonable
instruction and co-operate with any reasonable
health and safety policy or procedure you notify to us
before the Inspection.

At all times.

Standard Condition 3: remain of good character
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You and the Individuals Who Control You: At all times.
1. must continue to be of good character, and

2. must not become an individual of the kind referred to in
section 15 or section 16 of the Immigration Act 2009.

In summary, these sections describe convicted or
deported people who are not eligible for visa or entry
permission to enter or be in New Zealand and people
who are considered likely to commit an offence or to be a
threat or risk to security, public order or the public
interest.

The Individuals Who Control You are individuals who:
(a) are members of your governing body,

(b) directly or indirectly, own or control 25% or more of
you or of a person who itself owns or controls 25%
or more of you, and/or

(c) are members of the governing body of the people
referred to in paragraph (b) above.

Standard Condition 4: tell us about changes that affect you, the people who control
you, or people you control
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You must tell us in writing if any of the following events
happens to any of the Consent Holders:

1. You, any Individual Who Controls You, or any person in
which you or any individual who controls you hold (or at
the time of the offence held) a 25% or more ownership or
control interest commits an offence or contravenes the
law anywhere in the world. This applies whether or not
you or they were convicted of the offence. In particular,
please tell us about any offences or contraventions that
you are charged with or sued over and any investigation
by enforcement or regulatory agencies or professional
standard bodies.

2. An Individual Who Controls You ceases to be of good
character; commits an offence or contravenes the law
(whether they were convicted or not); becomes aware of
any other matter that reflects adversely on their fitness to
have the Land; or becomes an individual of the kind
referred to in section 15 or 16 of the Immigration Act
2009 (see Standard Condition 3).

3. You cease to be an overseas person or dispose of all or
any part of the interest in Land.

4. You, any Individual Who Controls You, or any person in
which you or any Individual Who Controls You hold (or at
the time of the event held) a 25% or more ownership or
control interest:

(a) becomes bankrupt or insolvent,

(b) has an administrator, receiver, liquidator, statutory
manager, mortgagee's or chargee's agent appointed,
or

(c) becomes subject to any form of external
administration.

Within 20 working days
after the change.

Standard Condition 5: dispose of the interest(s) in Land if you do not comply with

Special Conditions

Some of the special conditions were key to the decision to
give consent. If we consider you have failed to comply with
one of those Special conditions in a material way we may
require you to dispose of the Land.

If ali or part of this standard condition 5 applies to a special
condition, we have said so in that condition.

We will give you written notice if we require you to dispose of
the Land. After we have given you notice, you must:

Value the interest in Land: obtain and send us a copy of a
market valuation of the relevant interest in Land from a New
Zealand registered valuer.

Within six weeks of the
date of our notice.
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Market the Land: instruct a licensed real estate agent to
actively market the relevant interest in Land for sale on the
open market.

Within six weeks of the
date of our notice.

Dispose of the Land: dispose of the relevant interest in
Land to a third party who is not your associate.

Within six months of our
notice.

Offer without reserve: if you have not disposed of the
relevant interest in Land within six months of our notice, offer
the interest in Land for sale by auction or tender without a
reserve price or minimum bid and dispose of the interest in
Land.

Within nine months of our
notice.

Report to us about marketing: tell us in writing about
marketing activities undertaken and offers received for the
relevant interest in Land.

By the last day of every
March, June, September
and December after our
notice or at any other time
we require.

Report disposal to us: send us, in writing, evidence:

(a) that you have disposed of the relevant interest in

Land,

of disposal (including copies of sale and purchase
agreements, settlement statements and titles
showing the purchaser as registered proprietor),

(b)

(c) the purchaser is not your associate;

Within one month after the
Land has been disposed
of.

Standard Condition 6: automatic condition regarding national security

You must not, in relation to sensitive assets in which a
relevant investment is made, act or omit to act with a
purpose or an intention of adversely affecting national
security or public order.

At all times.
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Reporting conditions

We need information from you so we can monitor your progress against the Conditions.

You must notify us of each transaction settled under this Standing Consent as set out in
Special Condition 3.

In addition, you must lodge an annual report by 1 August each year until the OO confirms
in writing that annual reporting is no longer required.

Each annual report must:
1. be sent to oiomonitoring@linz.qovt.nz (or otherwise submitted using the OIO’s webform):

2. contain information about your progress in implementing the Special Conditions,
including those set out in a schedule to this Standing Consent: and in particular any
progress with subdividing and selling any areas over 50 hectares of LUC class 1-5 land:
and

3. follow the format of, and provide any additional information required by, the relevant
annual report template published on our website.

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

1. the representations and plans made or submitted in support of the application (or related
transactions) and notified by the regulator as having been taken into account when the
Consent was granted; or

2. the Conditions.
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(c) The individuals with control of the relevant overseas person collectively have
business experience and acumen relevant to the overseas investment;

(d) The relevant overseas person has demonstrated financial commitment to the
overseas investment;

(e) Allthe individuals with control of the relevant overseas person are of good
character;
() Each individual with control of the relevant overseas person is not an individual

of the kind referred to in sections 15 or 16 of the Immigration Act 2009 (which list
certain persons not eligible for visas or entry permission under the Immigration

Act).

| am satisfied that the Investor Test in section 16(2)(a)-(d), as outlined in
paragraphs 4(c) to 4(f) above, has been met.

Hon Damien O’Connor n Dr Megan Woods ~
Agree [ Agree 4
Disagree ] Disagree ]

| am satisfied, in relation to the remaining criteria for a forestry activities standing
consent set out in clause 3 of Schedule 4 of the Act, that:

6.1 the following conditions will be, or are likely to be, met:

(i)  conditions for the purpose of ensuring that the special test relating to
forestry activities is met for each overseas investment under the standing

consent;

(i)  conditions requiring farm land/farm land securities to be offered for
acquisition on the open market to non-overseas persons;

(i)  conditions requiring that the OlO be notified of each transaction settled
under the standing consent; and

(iv) additional conditions, including conditions limiting the land that can be
acquired under the standing consent.

6.2 the applicant has adequate processes in place for meeting the requirements of

regulation 29 (which include continuing to implement existing arrangements for
specified purposes, existing conditions of consent, and log supply obligations);

6.3 the applicant has a strong record of compliance with the Act and with condltlons
and other requirements imposed under it.

Hon Damien O’Connor _Hon Dr Megan Woods. > IJ
Agree ] Agree
Disagree ] Disagree ]
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Decision about whether to grant or decline consent
7. My ultimate decision is to:

Hon Damien O’Connor

Grant consent subject to the L] Grant consent subject to the ]
conditions in the Proposed conditions in the Proposed

Decision in Attachment 1 Decision in Attachment 1

Grant consent with amended ] Grant consent with amended
conditions provided on: conditions provided on: '

Decline consent L] Decline consent L]
Hon Damien O'Connor Hon Dr Megan Woods

Date: / / Daté: 1%/ ©3 ) D!
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C. Background

8.

10.

1.

Forestry standing consents were introduced to the Act in October 2018. They enable
an overseas person to obtain consent to acquire interests in multiple pieces of sensitive
land in advance of entering into the relevant transactions.

There have been four forestry standing consents granted to date:
e Pan Pac Forest Products Ltd (September 2019)
e NZ Redwood Company (October 2019),
e Qji Fibre Solutions (NZ) Ltd (September 2020)
s Nelson Forests Ltd (September 2020).

In addition, Ministers are currently considering a standing consent application lodged
by Matariki Group (December 2020 — Case 201900194).

A summary of these forestry standing consents (including their scope) is set out as
Appendix 3.

D. Application of the Act

12.
13.

14.

15.

The standing consent will be used to acquire sensitive land.?

The following criteria for an investment in sensitive land apply to this application:*
(a) The Investor Test must be met;® and

(b)  The requirements for a forestry standing consent must be met.®

The granting of a standing consent is a discretion, therefore other considerations that
fall outside the criteria may be considered, provided they are relevant and in
furtherance of the purpose of the Act. We have not identified any additional factors that
we consider are relevant to the assessment whether to grant this standing consent.

We assess the Investor Test in Section E, reasons for and proposed scope of the
standing consent in Section F, and the requirements for a forestry standing consent in
Section G. We discuss the application of the national interest assessment to this
application in Part H.

E. Applicant and Investor Test

16.

This section describes the Applicant and assesses whether the Investor Test is met.

The Applicant - Kauri Forestry LP

17.

18.

Kauri and its parent group (Craigmore Sustainables Group - Craigmore Group) are
well-known repeat investors — we have therefore provided only a brief overview of
Kauri's corporate structure.

Kauri itself has made 7 recent previous applications under the Act (all in 2019/20 under
the special forestry test) whilst Craigmore Group has been granted approximately 32
previous consents since 2012. Further details of Craigmore Group'’s operations in NZ
are set out below.

3 As defined in Table 1, Part 1, Schedule 1 of the Act.
* Set out in Schedule 4, clause 3 of the Act.

$ Section 16(2) of the Act.

8 Schedule 4, clause 3 of the Act
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19. Kauri is a recent (2018) NZ incorporated forestry limited partnership which is an
overseas person for the purposes of the Act - as 100% of the limited partnership
interests are held by overseas persons.

20. Kauri intends to settle each of its acquisitions either directly into the limited partnership
or through a subsidiary company. Where Kauri incorporates a special purpose entity to
acquire a freehold land interest or a forestry right, that entity will generally be 100%
owned by Kauri.

21. However, K

22. The identity and ownership of the acquiring entity (whether Kauri or a subsidiary entity)
will be confirmed when notice of each acquisition is provided to the Overseas
Investment Office (OIO).

23. A diagram of Kauri's ownership structure is set out as Attachment 2.
Craigmore Group

24. Kauri's investments under the standing consent will be managed by the NZ based
Craigmore Group management team.

25. Across its NZ farming and forestry funds, Craigmore Group is currently managing 32
farms and forestry blocks covering over 25,000 ha (of which approximately 16,645 ha
is forestry) - valued at almost $400m.

26. Kauri submits that it is different from any other likely applicant for a forestry standing
consent, as Craigmore Group is the only large operator in all three of NZ’s rural
economic sectors — being forestry, livestock and horticultural farming. As a result, it
focuses on ensuring that the land which it owns is used for the best and most
sustainable land use.

Limited Partnerships Act 2008
27. Kauriis a limited partnership incorporated under the Limited Partnerships Act 2008.

28. A limited partnership is a form of partnership involving a general partner (who is liable
for the management and administration and all the debts and liabilities of the
partnership) and limited partners (who are liable to the extent of their capital
contribution to the partnership).

29. Kauri obtains finance through capital contributions from its limite r investors. It
has total current capital commitments from its limited partners of However,
discussions are currently underway to increase committed capital by and make

capital available for approximately two years, and Kauri seeks the term of the standing
consent to align with this timeframe to facilitate the deployment of all of its capital.

30. A limited partner is not permitted to take part in the management of the partnership.
Limited partners

31. Kauriis owned by its investors, who are limited partners.
32. '

33. The limited partners owning Kauri, with their respective ownership percentages, are:

a)
b)

Case 201810211 — Kauri Forestry LP — Page 7



Who controls Kauri and its parent entities for the purposes of this investment?

41. By law, and under the Limite i Tea ot take

art in Kauri’'s management.

auri has told us that if
imited partners sought to exercise management control it would likely lose the limited
liability protection that is afforded to it under the Limited Partnerships Act 2008.

42. Investment decisions for Kauri are made by:

e the general partner of Kauri - Craigmore Forestry GP Limited (GP) which is
controlled (and ultimately 75.79% owned) by New Zealanders.
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¢ an investment manager under del

43. The GP has overall responsibility and liability for the management and administration of
Kauri and each of its subsidiary (land owning) companies. The GP has responsibility
for ensuring investments are made on a basis consistent with the investment
objectives, investment restrictions and policy applicable to Kauri as set out in the

Limited Partnership Agreement.

44,

Recommendation

45. For the reasons set out above, we recommend that the relevant overseas person
(ROP) is (collectively):1®

Entity Role
Kauri Forestry LP (Kauri) Applicant
Craigmore Forestry GP Limited (GP) General Partner of Kauri

M) Investment Manager for Kauri

Control and experience

46. Interms of the proposed investments under this standing consent, we consider that the
key strategic control and decision-making capacity rests with the GP, as well as both
mpanies forming the joint venture appointed as the IM. We have also included
Hiven his high level of underlying beneficial ownership.

47. Thus, we recommend that the ‘individuals with control of nt overseas
person’ (IWC)'"" are the directors of each of the ROPs and

| Individual Role
Forbes Elworthy (NZ) director of IM entity and founder of the Craigmore Group
Che Charteris ((NZ) director of GP and of IM entity

1% Section 15
" Section 15
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[ I

Experience

48. The IWC collectively have experience in forestry, corporate finance, and general
investment management, along with corresponding qualifications from reputable
domestic and international universities.

49. Craigmore has significant experience in owning and managing NZ forestry assets. To
date, it has acquired more than 16,645 ha of forestry interests. Between 2010 to 2012,
CFL was the largest planter of new forests in NZ.

50. In addition, Kauri will contract professional regional managers such as Eastern NZ
Forestry Limited, PF Olsen, Merrill and Ring and others.
Good character

51. All of the IWC (other than_ have been subject to recent ongoing good

character checks under previous applications, including under six re ts
granted to Kauri by the OlO. The two most recent consents included s well.

52. Matters previously investigated include that Forbes Elworthy appears on the
International Consortium of Investigative Journalists offshore leaks database (in
relation to a family trust unconnected with the investment).

53.

55. _Overall w i tisfied that
nd that this matter is removed from Kauri's ongoing proposed
forestry investment in NZ.

56. ' Overall, we consider that none of the previous matters outlined above prevent a finding
of good character on behalf of any of the IWC.

57. We have conducted further open source searches for the period since the most recent
consents were granted, and found nothing new of any relevance or concern. In
addition, statutory declarations as to good character in respect of each of the IWCs
have recently been provided to the OIO in respect of Case 202000195.

Summary of Investor Test

58. For the reasons set out below, our conclusion is that the Investor Test has been met:
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Requirement Risk

Collectively have business
experience and acumen
relevant to the investment.

Section 16(2)(a)

Relevant overseas person
demonstrated financial
commitment.

Section 16(2)(b)

Is of good character.
Section 16(2)(c)

Not an individual of the kind
ineligible for a visa or entry
permission under ss 15 or 16
of the Immigration Act 2009.

Section 16(2)(d)

- Summary

The IWCs have extensive experience in the NZ forestry
industry. To date, Craigmore Group has acquired more than
16,645 ha of forestry interests.

In addition to the costs of preparing this application, the ROP
has demonstrated financial commitment through its many
previous investments in NZ,

To date, Kauri has recei i mitments from its
limited partners totalling hich it.is required to
invest in accordance with the investment criteria set out in the

Limited Partnership Agreement. The consideration to recently

acquire M ion, Lagoon Hills and Moore road alone
exceeded

We are satisfied the IWCs are of good character. As set out in
the separate good character analysis above, we have
previously investigated (and dismissed) various matters which
we initially considered relevant to this criterion.

Craigmore is a repeat investor and has met the investor test
requirements in 32 previous applications. The IWCs for this
application are the same as those assessed in recent Kauri
Cases 2020000195 and 202000372.

Statutory declarations have been provided confirming that
each IWC is not of the kind referred to in ss 15 or 16 of the
Immigration Act 2009.

F. Reasons for and proposed scope of the standing consent

59. This section describes Kauri's reasons for seeking a standing consent, the scope of the
standing consent requested, and our assessment of that request.

60. We have undertaken our assessment against the criteria in the Act, based on the

information available.

Business activities of the Applicant

61. Kauriis a forestry specific investment vehicle, and accordingly all investments being
undertaken by Kauri will be for forestry activities.

62. The investment criteria for Kauri specify that its investments must be used substantially

for growing commercial forests.

Kauri’s existing forestry interests

63. Kauri has already acquired the following forestry interests in NZ:

Date Asset acquired olo
‘ Application
number
September 2018 | forestry right over approximately 700 ha in Gisborne and the Exempted
Wairarapa from Craigmore Forestry Limited (approximately interest
208 ha of this is currently being sold to another overseas
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person)

approximately 624 ha of farm land at Boyd Road, Waipu

June 2019 approximately 1,876 ha of farm land in Moerewa, Northland 201900004

August 2019 approximately 4,273 ha of mixed farrh/forestry land at Lagoon 201900040 |
Hill Road (Wairarapa);

September 2019 | approximately 309 ha of farm land at 471 Moore Road, Pipiwai | 201900387

October 2019 approximately 487 ha of mixed farm/forestry land at 481 Moore | 201900388
Road, Pipiwai

October 2020 approximately 326 ha of farm land at 26 Baker Road, 202000195 |
Maungatapere, Whangerei

November 2020 202000372 |

64. All of the above consents were granted under the special forestry test and involve the

conversion by Kauri of land used predominantly for farming into commercial forest.

65. Kauri wishes to achieve a spread of its forestry investments over at least 2 distinct

areas for risk mitigation (wind and fire) and submits that it is focussed on ensuring that
the right tree is planted in the right place.

66.

67.

68.

69.
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70. Kauri does not have any pre-determined relationships with offshore wood processors,
and its first priority will be to supply logs to local wood processors (subject to capacity)
and then exporting logs to the open market.

71. Kauri considers co-investment to be a likely scenario. Such co- mvestment may mclude
Kauri investing into forest owning entities, for example acquiring a 5Q¢ n
existing forest owning entity owned by an investment group such as he

other pa B e either overseas persons or NZ entities
(such as .

Advantages of a standing consent

72. The key value of a standing consent for Kauri is that it will enable it to submit tenders
that are not conditional on OIO consent being obtained (provided the properties satisfy
the necessary conditions). This will allow it to be more competitive when competing
against other bidders for available land and will enable it to consider properties of a
smaller scale, which can be very suitable for conversion to forestry.

73. Where separate OlO applications are required for each acquisition, Kauri is more likely
to focus on larger scale properties, where the costs and timing associated with the OO
process can be more justified by the scale of the transaction. A standing consent will
enable Kauri to consider properties of a smaller scale.

Recommended scope of the standing consent

74. The following table outlines the scope of the standing consent requested and our
assessment as to the appropriateness of that request:

Limit Requested OIO comment

Acquiring Kauri and Kauri intends to settle each of its acquisitions either directly into the LP

Entity 50%+ or through a subsidiary company. Where Kauri incorporates a special
subsidiaries purpose entity to acquire a freehold land interest or a forestry right, that

entity will generally be 100% owned by Kauri.

However, Kauri may also investigate forestry investments by way of co-
investment with other parties. This is permitted by the terms of Kauri's
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Limit | Requested OlO comment /
| investment criteri ided that Kauri always owns a controlling
interest of at Ieastaﬁof ordinary equity in all investments.
We consider these entities are appropriate standing consent
holders.
Interest type(s) | Freehold, We consider this request appropriate givery Kauri’s track record and
Leasehold, its reasons for seeking consent. An example ¢f a non-freehold interest
Forestry being acquired occurred with the recent purchase of Moerewa Station
Rights, 50% or | where leases enabling access to the Station were acquired.
Ueodedbuhal We do not consider there is a need to limit the type of interests in
in forestry itive land that Kauri Ty f d th
owning Eensmv.e an that Kauri can acquire. We therefore recommend there
companies e no limits on interest type. /
Land type(s) Forest land, We consider this request appropriate given Kauri's track record and
and land for its reasons for seeking consent.
afforestation
Farm land Yes. We consider it appropri at
acquisition of fa d as acquire farm
| for conversion int uri has
previou’sly sought to fetain acquired land for its highest better use by
subdividing off prime farm land (Moerewa Station
o
9\) rtised to New Zealanders on the open market in accordance with
)(3 e Act).
We note that while it is open to Ministers to put other limits or conditions
| around the acquisition of farm land, no such limits have been imposed
on other standing consents to date (other than limiting the area per
acquisition). However, as stated above, Kauri has voluntarily proposed
Special Condition 13 which will require it to subdivide off any 50 ha
& plus areas of higher quality LUC land within 3 years of acquisition.
Special land Yes. We consider it appropriate that the standing consent allow the
acquisition of land containing special land.
Land acquired for forestry purposes often contains special land.
Craigmore Group has experience with the special land offer process via
its previous applications.
Special Condition 10 will require any special land to be offered to the
Crown in accordance with the Act.
Residential Yes Special Condition 4 will require that only permitted residential land is
land j | acquired under the standing consent.
Location Nationwide Kauri intends to acquire land nationwide which we consider

appropriate under this standing consent.

Maximum total
area

6,000 ha

We consider the maximum area is reasonable given the nature of
Kauri's business, its reasons for seeking consent, given that the Special
Forestry Test is relatively new, there is a need to approach standing
consents carefully, and a high degree of trust is required.

Kauri has calculated the requested area based upon the likely cost of
purchase and development of a hectare of forestry and the maximum
funds available to it. Kauri is comfortable that this area threshold is

suitable provided it can subtract any areas which it is required to
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Limit Requested

0I0 comment

subdivide and sell to other parties.

A maximum total area of 6,000 ha is also considerably less than the
area limit (15,000 ha)that Ministers granted for two recent similar
standing consents. If more land is required to meet Kauri's investment
plans, it would still be able to seek consent under the one-off application
process.

Maximum area | 4,500 ha
per transaction

Imposing different maximum thresholds for areas of existing forest land,
as opposed to land to be converted to forestry, is consistent with similar
recent standing consents granted by previous Ministers. We propose:

+ Existing forest — 2,500 ha per transaction involving an acquisition
of interests in land that is already used exclusively or nearly
exclusively for forestry activities; and

¢ New forest —~ 500 ha per transaction involving an acquisition of
interests in land that is Non-Forest Land, including farm land being
acquired for conversion to forestry. As stated above, Kauri has
requested a 750 ha threshold given its business model and given it
will subdivide off larger higher quality LUC land areas which are
suitable for better use. Further reasons for its request are set out in
Attachment 4.

If a transaction involving a larger area of land is required to meet its
investment plans, Kauri would still be able to seek consent for the larger
transaction under the one-off application process.

ua 20

We consider this number of transactions to be appropriate given the
maximum area requested and that Kauri intends to acquire small and
medium sized properties which would be less viable without a standing
consent.

Duration 3 years

We consider 3 years appropriate given Kauri and Craigmore Group’s
track record, reasons for consent, and the duration granted by Ministers
in similar applications.

75. We note our suggested scope of consent is consistent with two recent similar standing
consents granted by previous Ministers — with the exception of the possible larger area
threshold for new forest land as detailed above.?

76. We note also that:

(a) the consentis limited to investments in sensitive land (that is, it does not cover
investments in significant business assets);

(b) ~ if Ministers grant a consent that allows purchase of unforested land for
conversion to forestry, we consider that a planting condition should be imposed
(see Special Condition 5, which requires planting of non-forest land to be
completed within 3 years of settlement unless otherwise agreed with the OIO).

G. Requirements for a forestry standing consent

77. This section addresses the remaining criteria for a standing consent: "

« that the conditions imposed on the standing consent (including mandatory
conditions) will, or are likely to be, met;

12201900313 (Oji Fibre Solutions (NZ) Limited), and 201900078 (Nelson Forests Limited). Further information about the scope
of these standing consents is set out in Attachment 3.

'3 Schedule 4, clause 3 of the Act.
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78.

79.

¢ that Kauri has adequate processes in place for meeting the requirements set out
in regulations (e.g. continuing existing arrangements, existing consent conditions,
and log supply obligations); and

e that Kauri has a strong record of compliance with the Act.

This section first describes the processes and systems Kauri and Craigmore Group will
use to meet the above criteria. It then addresses whether these criteria have been
met.

Various mandatory and discretionary conditions of consent will be imposed which will
ensure that all standing consent (forestry activities) requirements will be met. These
consent conditions are included in Attachment 1.

Processes for complying with requirements

80.

Kauri's processes for identifying the relevance of different criteria, and to ensure that
these and all standing consent conditions are complied with, will include the following.

Due diligence

81.

82.

83.

Kauri has already successfully applied for consent under the special benefits test for
forestry activities in respect of six property acquisitions. In addition, Craigmore Group
has been investing in NZ since 2010 and has made more than 32 successful
applications under the Act. In each case, it has undertaken a due diligence process to
ensure that each investment meets the requirements of the Act (such as farm land
advertising).

Kauri completes a thorough due diligence review of each property before committing to
the acquisition. This due diligence process will be modified to ensure the standing
consent requirements are met. Kauri primarily uses an experienced legal
representative who is very familiar with the OlO legislation and processes. If a standing
consent is granted, this representative will confirm whether the acquisition can be
completed within the requirements and conditions of the standing consent. If it cannot,
either a separate application for consent will be made, or Kauri will not proceed.

If the Vendor obtained consent for its acquisition, then Kauri will require a copy of the
consent to identify any commitments required in the consent conditions. In addition, the
Vendor will be required to complete a Vendor Statement setting out its knowledge of
any existing arrangements on the Land.

The processes to be put in place are summarised in the following table.
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Applicant’s compliance record
85.

Kauri is a relatively new investor which has obtained 6 recent 2019/20 consents under

the Act. Since that time, there has been insufficient time to assess Kauri’'s compliance
with the conditions of these recent consents.

86.
consents are set out in Attachment 3.

Our review of Craigmore’s compliance history
87.

However, Craigmore has lodged more than 32 applications since 2012. The previous

In terms of compliance with the Act, the OlO has undertaken seven “investigations” of

Craigmore related entities, which are summarised in the following table:

Entity Issue Our assessment

20141013 Craigmore Farming NZ LP Retrospective consent granted and no blame
acquisition of 4ha at Pig Island | attached to Craigmore — which had relied on an
Road - delegated consent incorrect land status certificate provided by an
sought by mistake when expert LINZ certified supplier. No retrospective
ministerial consent required penalty imposed.

201410084 | Craigmore Farming NZ LP Technical mistake. Craigmore failed to seek legal
acquisition of 4ha of associated | advice prior to entering a land purchase agreement
land surrounded by other land | (which should have been conditional upon
it owned. Neglected to make acquiring OlO consent). Craigmore’s legal advisors
the ASP subject to OIO later discovered the issue and alerted the OIO prior
consent and therefore gave to Craigmore acquiring the legal interest. $2,000
effect before consent granted penalty imposed.

201410034 | Craigmore Farming NZ LP - OI0 view was that the alleged breaches not of a
DOC letter regarding timing of | particularly serious nature and no further action
Craigmore consultations taken.

201810020 | Craigmore Farming NZ LP No further action taken as transactions in question
requested confirmation that an | appeared to be automatically exempt under the
exemption for a mortgage Act.
interest

201900388 | Kauri Forestry LP — Moore Related to a potential unauthorised ownership
Road change. It was determined that there had been no

change of ownership and no further action was
required

201900004 | Kauri Forestry LP — Moerewa OIO outcome yet to be determined. Consent
Station included a requirement to undertake a subdivision,

which has not been completed on time. Delay
appears to have been caused by an unexpected
delay in receiving a response by another entity
(partly due to Covid-19). The subdivision is
expected to proceed in early 2021.

201900040 | KauriForestry LP —Lagoon Hill | OIO outcome yet to be determined. This was only

Station notified in early February 2021. it relates to a
consent condition dealing with “option land”
whereby Kauri could choose to either keep or sell
the option land. Kauri has now determined that it
would be better to sell a greater area than originally
identified (654ha rather than 594ha) as being more
suited for non-forestry purposes. Kauri will still
plant the required amount of area under the

Case201810211 Kauri Forestry LP — Page 25




88.

consent.

We consider that these matters are minor in nature are of no consequence given the
very large number of acquisitions Craigmore Group has undertaken, and the very large
number of consent conditions which it has fully complied with since 2012.

Conclusion re compliance history

89.

90.

On balance, our view is that Kauri and Craigmore Group have a sufficiently strong
record of compliance with the Act and consent conditions to be recommended for a
standing consent.

However, it is ultimately a matter for Ministers to determine whether you are satisfied
they meet the ‘strong record of compliance’ criterion.

H. Not a transaction of national interest

o1.

92.

93.

94,

The investment does not involve a transaction of national interest under the mandatory
criteria of s20A of the Act. This is because the standing consent itself does not involve
a transaction as such, nor does this consent involve a non-NZ government investor, or
an investment in a strategically important business (as defined in section 20A).

We have not referred this transaction to the Minister of Finance for him to call it in for a
national interest assessment on a discretionary basis. He has therefore not declined
consent to the transaction.

We are directed™ that the starting point is the assumption that overseas investment is
in New Zealand’s national interest and that we should only seek the Minister of Finance
to exercise his discretion for a national interest assessment if the proposed investment:

e could pose risks to NZ's national security or public order; or

e would grant an investor significant market power within an industry or result in
vertical integration of a supply chain; or

e 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 NZ assets; or

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

We do not consider that this investment engages any of these risk factors.

l. Conclusion

95.

After considering the Application, our view is that:
(a) the Investor Test has been met; and
(b) all other requirements for a forestry standing consent have been met:
l. the conditions criterion (that conditions will, or are likely to, be met);

1. the processes criterion (that Kauri has adequate processes in place for
meeting requirements of the Special Forestry Test); and

M. the strong record of compliance criterion.

¥ Supplementary Ministerial Directive Letter (8 June 2020)
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96. Therefore, we consider that the criteria for consent in Schedule 4 have been met and
our recommendation is to grant consent.

97. |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.

/4(4/'/,{%{/‘)/ ‘

Michael Appleyard

Manager, Applications
Overseas Investment Office

Date: 24 February 2021

J. List of Attachments

Proposed Decision and Conditions
Intended ownership structure

List of prior and current standing consents

hwhe

Kauri's submission regarding proposed scope and conditions of consent
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ATTACHMENT 1 - PROPOSED DECISION

Standing 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 land acquired under this consent and/or be subject
to fines or other penalties. We may also vary or revoke this standing consent.

Consent

Decision date:

The following people have been given the following consent:

Case 201810211

Consent type Standing Consent (forestry activities) for overseas investments
in sensitive land.

Consent You may give effect to overseas investments in sensitive land,

subject to the limits and conditions set out below.

Consent Holders

(a) Kauri Forestry LP (CN 2695031)

(b) Any joint venture with a non-overseas person, whether
incorporated or not, in which Kauri Forestry LP holds at all
times at least a more than 50% ownership and control interest

We will also refer to each Consent Holder and the Consent
Holders together as you.

Limits

(a) You may settle no more than 20 overseas investment
transactions.

(b) You may acquire interests in no more than 6,000 hectares
of sensitive land in total;

(c) The maximum land area per transaction is:

(i) 2,500 hectares per transaction involving an acquisition
of interests in land that is already used exclusively or nearly
exclusively for forestry activities; and

(ii) 500 hectares per transaction involving an acquisition of
interests in land that is Non-Forest Land, including farm
land being acquired for conversion to forestry.

(d) You may acquire interests in land that is located anywhere
in New Zealand.

(e) This standing consent cannot be used to acquire an
investment in a strategically important business (SIB) as
described in section 20A(1)(c) or (d) of the Act.

Expiry date

31 March 2024 (Use-by Date)

Conditions
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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 the Consent may be revoked or varied, you may be
subject to fines or other penalties, and you may also be required to dispose of land acquired
under this Consent.

We may vary the Conditions after you notify us of a transaction to record any existing
arrangements, conditions of consent, or log supply obligations you must comply with. We
may also vary the conditions for other purposes with your agreement. We may do so by
adding schedules to this consent (one for each investment transaction requiring variation).

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

Special conditions

You must comply with the following special conditions. These apply specifically to this
Consent and include conditions that we must impose under the Act.

Definitions

Act means the Overseas Investment Act 2005

Land means the relevant land in relation to an overseas investment in sensitive land
acquired under this Standing Consent.

Legal Review means a review by a New Zealand lawyer who has experience with the Act, to
confirm a transaction is covered by this Consent and what the Consent Holder must do to
comply with the Conditions.

Non-Forest Land means land that is not used exclusively, or nearly exclusively, for forestry
activities.

Notice of Intention to Offer means a notice in respect of special land (i.e. marine and
coastal area or bed of a river or lake) under regulation 13 of the Overseas Investment
Regulations 2005 that meets the requirements of regulation 14 and is in the form published
on our website (as updated from time to time).

Notification Template means the notification template for transactions settled under a
standing consent published on our website and updated from time to time.

Planting Plan means a plan that describes how the land will be planted and identifies and
explains: the area of land suitable for planting, the relevant land-use class(es) of the Land (in
particular whether any of the Land is classified Land Use Class 1-5), the area you will plant
with trees and type of trees you will plant, and a map showing the same.

Regulations means Overseas Investment Regulations 2005.

Sensitive Land Certificate means a certificate for the purposes of Schedule 1 of the
Overseas Investment Act 2005 (as published on our website and updated from time to time)
completed by a land professional or lawyer experienced in providing such certificates.

Standing Consent Checklist means the pre-investment checklist for standing consents
published on our website and updated from time to time.

Termination Period means the period during which the Consent Holders may terminate a
transaction, on grounds which include that the transaction is not covered by the Consent or
the Consent Holders cannot comply with the Conditions.

Worker Accommodation means accommodation that complies with section 16A(4)(c) of the
Act.

Any term or expression that is defined in the Act or Regulations and used, but not defined, in
this consent has the same meaning as in the Act or Regulations.
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Details Required date

Special Condition 1: due diligence

You must do the following: Before entering into
transaction or during the

1. complete a Standing Consent Checklist (if we have Termination Period.

published one);
2. obtain a Sensitive Land Certificate;

3. obtain confirmation from the Vendor as to whether there
are any requirements that must be met under regulation
29(2) (e.g. any existing arrangements, conditions of
consent, or log supply obligations); and

4. obtain a Legal Review.

You must not settle a transaction in reliance on this Consent | At all times.
unless that transaction is covered by this Consent and you
can comply with the Conditions.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of any
interest in land you acquired in breach of this condition.

Special Condition 2: offer any Farm Land on the open market

You must not settle a transaction involving farm land or farm | Before settlement.
land securities (Farm Land) unless the criterion in section
16(1)(f) of the Act (Advertising Criterion) has been met.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of any
interest in land you acquired in breach of this condition.

Special Condition 3: notice of individual acquisitions

You must notify us of each transaction settled under this As soon as you can, and
Standing Consent using the OlO’s Notification Template no later than 2 months
(Notification). after settlement.

To avoid doubt, the Notification must include (as applicable):
5. the Planting Plan referred to in Special Condition 5; and

6. confirmation of your decision to retain or divest dwellings
under Special Condition 9.

Special Condition 4: land must be used for forestry activities

The Land must be used exclusively, or nearly exclusively, for | At all times.
forestry activities except as otherwise permitted by special
condition 10 (permitted temporary activities).

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.
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For the avoidance of doubt, this condition does not require
you to do anything in breach of any other Act, regulation,
rule, bylaw, or that is otherwise contrary to law.

However, if circumstances arise that mean you are not likely
to be able to use the Land exclusively or nearly exclusively
for forestry activities as required by this condition (e.g. you
are declined resource consent for conversion of the Land to
forestry activities), you must:

1. advise the OIO in writing of the circumstances; and

Within 2 months of the
circumstance occurring

2. if required by the OIO, dispose of the interest in the Land.

Within the timeframes set
by the OIO.

Special Condition 5: Non-Forest Land

If you acquire Non-Forest Land, you must prepare a Planting
Plan that shows how you will utilise the land purchase in
terms of forestry activities.

Before Notification.

The Planting Plan should align with best industry practice
and may be updated to reflect changes in government
policy/strategy (e.g. to improve forestry practices or land
use). The Planting Plan may reflect plans to subdivide and/or
sell portions of the land (e.g. if part(s) of the land are best
suited for activities other than forestry, such as farming). If
material changes are made to the Planting Plan, you must
notify the OIO.

Notify the OlO within 2
months of updating the
Planting Plan, and in any
case prior to planting.

You must complete planting a crop of trees on the Non-
Forest Land in accordance with the Planting Plan (provided
that plan improvements may be made to align with best
industry practice, government policy/strategy, and/or legal
requirements).

For the avoidance of doubt, this condition does not require
you to do anything in breach of any other Act, regulation,
rule, bylaw, or that is otherwise contrary to law. For example,
you are not required to plant contrary to restrictions imposed
as part of a resource consent.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.

Within 3 years of
settlement, unless an
alternative period or
arrangement is agreed in
writing with the OIO.

For the avoidance of doubt, these conditions do not prohibit
you from selling part(s) of the Land (for example, if part of
the land is best suited for activities other than forestry and

you plan to subdivide it for sale).

Special Condition 6: trees must be replanted after harvest

You must replace each crop of trees you harvest on the

Land with a new crop of trees (Replant). You may Replant

Within 3 years of harvest,
unless an alternative
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on a like-for-like basis or on any similar basis. period or arrangement is

This condition does not require you to: ggi(r)eed in writing with the

1. Replant with the same species of tree or use the same
silvicultural regime;

2. Replant land held under a forestry right that expires upon
the completion of harvesting or within 2 years of
harvesting; or

3. do anything in breach of any other Act, regulation, rule,
bylaw, or that is otherwise contrary to law.

This condition does not limit Special Condition 4.

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.

Special Condition 7: residential land

You must ensure that any residential land acquired must Before Acquisition.
adjoin other non-residential land being acquired in the same
transaction.

Special Condition 8: residential use restrictions

The Land must not be used, or held for future use, for any At all times.
residential purposes except for:

1. Worker Accommodation; or

2. as otherwise permitted by Special Condition 10
(permitted temporary activities).

If you do not comply with this condition, Standard Condition
5 will apply and we may require you to dispose of the
relevant investment.
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Special Condition 9: divestment of Surplus Dwellings

If you acquire Land containing any dwelling(s), you must
decide whether you intend to retain or divest the dwelling(s).

Before Notification (or as
otherwise agreed in writing
with the OIO)

If you decide to divest dwelling(s) (Surplus Dwelling(s)),
you must:

3. relocate the Surplus Dwelling(s) from the Land; or

4. sell the part(s) of the Land that contain the Surplus
Dwelling(s) to a third party who is not your associate.

Within 1 year of
Settlement if no
subdivision is necessary;

or

Within 2 years of
Settlement if subdivision is
necessary;

(unless an alternative
period or arrangement is
agreed in writing with the
0Ol0)

Special Condition 10: permitted temporary activities

The Land may be used for the following temporary activities:

1. the Land may be grazed prior to being planted with a
crop of trees; and

2. Surplus Dwellings may be rented while you undertake the
process of divesting them in accordance with Special
Condition 9.

Temporarily — for the
period set out in the
condition.

Special Condition 11: existing arrangements, consent conditions, and log supply

obligations

You must ensure all requirements set out in regulation 29(2)
are met, including:

1. specific obligations identified in a Notification and
included in a schedule to this Consent; and

2. obligations that are not identified in a Notification.
In summary, the above requirements are to:

1. maintain and implement any existing arrangements for
specified purposes;

2. to do, or not do, things as required by any existing
conditions of consent that are for a specified purpose;
and

3. supply logs as required by any existing log supply
obligations.

(together, the Obligations).

If you do not comply with this condition, Standard Condition 5
will apply and we may require you to dispose of the relevant
investment.

At all times
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Special Condition 12: special land

If regulations 29(9)-(10) apply, you must not settle a
transaction under this Consent unless any special land has
been offered to the Crown in accordance with the
Regulations.

At all times.

You must provide us with the information we need to
commence the special land offer process, being:

1. a Notice of Intention to Offer; and
2. a Sensitive Land certificate.

Before you enter into a
transaction, or as soon as
practicable afterwards, but
(in any event) before you
settle a transaction.

Unless the Crown waives it's right to acquire the special land
at the outset under Regulation 15(3)(a), you must work with
us to complete a special land agreement (or agreements, as
the case may be) that meets the requirements of Regulation
22 (Special Land Agreement).

Before the offer of special
land is made.

If the Crown accepts the offer of special land, you must
adopt and be bound by the Special Land Agreement and
transfer the special land to the Crown on the terms set out in
the Special Land Agreement.

Upon becoming the
registered owner of the
Land.

This special condition will be deemed to have been complied
with if the relevant Ministers make a decision to waive the
offer of special land in accordance with Regulation 15(1).

Special Condition 13: Subdivided areas (LUC classes 1-5)

Where the Land includes any contiguous areas of 50
hectares or more that is classified as Land Use Capability
(LUC) classes 1-5, which can practically be subdivided and
sold, you must include the subdivision and sale of such
areas (subdivided areas) in the Planting Plan.

Before Notification.

Any subdivided area must be sold to a third party who
intends to use it for farming purposes at the time of

purchase.

Within 3 years of
settlement
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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 interest in land

If you acquire an interest in land under this Consent, you must | As stated in the Consent.
do so:

1. by the Use-by Date stated in the Consent.

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

Note, only you — the named Consent Holder - may acquire the
interest in Land, not your subsidiary, trust or other entity.

Standard Condition 2: 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),

(b) remain there as long as is reasonably required to
conduct the inspection,

(c) gather information,
(d) conduct surveys, inquiries, tests and measurements,
(e) take photographs and video records, and

(f) - do all other things reasonably necessary to carry out
the Inspection.

2. Take all reasonable steps to facilitate an Inspection
including:

(a) directing your employees, agents, tenants or other
occupiers to permit an Inspector to conduct an
Inspection,

(b) being available, or requiring your employees, agents,
tenants or other occupiers to be available, at all
reasonable times during an Inspection to facilitate
access onto and across the Land. This includes
providing transport across the Land if reasonably
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required.
3. During an Inspection:

(@) we will not compel you and your employees, agents,
tenants or other occupiers to answer our questions or
to let us look at, copy or take away documents,

(b) our Inspector will comply with any reasonable
instruction and co-operate with any reasonable health
and safety policy or procedure you notify to us before
the Inspection.

Standard Condition 3: remain of good character

You and the Individuals Who Control You: At all times.
1. must continue to be of good character, and

2. must not become an individual of the kind referred to in
section 15 or section 16 of the Immigration Act 2009.

In summary, these sections describe convicted or deported
people who are not eligible for visa or entry permission to
enter or be in New Zealand and people who are considered
likely to commit an offence or to be a threat or risk to
security, public order or the public interest.

The Individuals Who Control You are individuals who:
(a) are members of your governing body,

(b) directly or indirectly, own or control 25% or more of
you or of a person who itself owns or controls 25% or
more of you, and/or

(c) are members of the governing body of the people
referred to in paragraph (b) above.

Standard Condition 4: tell us about changes that affect you, the people who control
you, or people you control

You must tell us in writing if any of the following events Within 20 working days
happens to any of the Consent Holders: after the change.

1. You, any Individual Who Controls You, or any person in
which you or any individual who controls you hold (or at the
time of the offence held) a 25% or more ownership or
control interest commits an offence or contravenes the law
anywhere in the world. This applies whether or not you or
they were convicted of the offence. In particular, please tell
us about any offences or contraventions that you are
charged with or sued over and any investigation by
enforcement or regulatory agencies or professional
standard bodies.

2. An Individual Who Controls You ceases to be of good
character; commits an offence or contravenes the law
(whether they were convicted or not); becomes aware of
any other matter that reflects adversely on their fithess to
have the Land; or becomes an individual of the kind
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referred to in section 15 or 16 of the Immigration Act 2009
(see Standard Condition 3).

3. You cease to be an overseas person or dispose of all or
any part of the interest in Land.

4. You, any Individual Who Controls You, or any person in
which you or any Individual Who Controls You hold (or at
the time of the event held) a 25% or more ownership or
control interest:

(a) becomes bankrupt or insolvent,

(b) has an administrator, receiver, liquidator, statutory
manager, mortgagee's or chargee's agent appointed,
or

(c) becomes subject to any form of external
administration.

Standard Condition 5: dispose of the interest(s) in Land if you do not comply with

Special Conditions

Some of the special conditions were key to the decision to give
consent. If we consider you have failed to comply with one of
those Special conditions in a material way we may require you
to dispose of the Land.

If all or part of this standard condition 5 applies to a special
condition, we have said so in that condition.

We will give you written notice if we require you to dispose of
the Land. After we have given you notice, you must:

Value the interest in Land: obtain and send us a copy of a
market valuation of the relevant interest in Land from a New
Zealand registered valuer.

Within six weeks of the
date of our notice.

Market the Land: instruct a licensed real estate agent to
actively market the relevant interest in Land for sale on the
open market.

Within six weeks of the
date of our notice.

Dispose of the Land: dispose of the relevant interest in Land
to a third party who is not your associate.

Within six months of our
notice.

Offer without reserve: if you have not disposed of the
relevant interest in Land within six months of our notice, offer
the interest in Land for sale by auction or tender without a
reserve price or minimum bid and dispose of the interest in
Land.

Within nine months of our
notice.

Report to us about marketing: tell us in writing about
marketing activities undertaken and offers received for the
relevant interest in Land.

By the last day of every
March, June, September
and December after our
notice or at any other time
we require.
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Report disposal to us: send us, in writing, evidence: Within one month after the
Land has been disposed

(a) that you have disposed of the relevant interest in of

Land,

(b) of disposal (including copies of sale and purchase
agreements, settlement statements and titles showing
the purchaser as registered proprietor),

(c) the purchaser is not your associate.

Standard Condition 6: automatic condition regarding national security

You must not, in relation to sensitive assets in which a relevant | At all times.
investment is made, act or omit to act with a purpose or an
intention of adversely affecting national security or public
order.
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Reporting conditions

We need information from you so we can monitor your progress against the Conditions.

You must notify us of each transaction settled under this Standing Consent as set out in
Special Condition 3.

In addition, you must lodge an annual report by 1 August each year until the OIO confirms
in writing that annual reporting is no longer required.

Each annual report must:
1. be sent to ciomonitoring@linz.qovt.nz (or otherwise submitted using the OlIO’s webform);

2. contain information about your progress in implementing the Special Conditions, including
those set out in a schedule to this Standing Consent; and in particular any progress with
subdividing and selling any areas over 50 hectares of LUC class 1-5 land: and

3. follow the format of, and provide any additional information required by, the relevant
annual report template published on our website.

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

1. the representations and plans made or submitted in support of the application (or related
transactions) and notified by the regulator as having been taken into account when the
Consent was granted; or

2. the Conditions.
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ATTACHMENT 4 — APPLICANT’S SUBMISSION RE AREA
THRESHOLDS

Lefever Law

Kauri Forestry LP - Standing Consent 201810211 —Draft Conditions

We refer to your letter dated 11 February 2021, setiing out the proposed scope and draft conditions in
respect of the application for a Standing Consent made by Kauri Forestry LP under the Special Benefits Test
for Forestry.

Limits
Number of Transactions —paragraph (8):

We request that the number of transactions that may be settied using the Standing Consent beincreased
from 10 o 20. We acknowledge that the Standing Consent application requested that the Standing Consent
allow up to 10 transactions. However, that was also based on the Applicant’s request that it be permitted to
acquire up to 4,500 hectares per fransaction — the Applicant initially expected that it might acquire a large
proportion of the total 6,000 hectares requestad over approximately 5 transactions, with the balance being
made up with smaller transactions.

As a limit of 500 hectares is now proposed for acquisitions of “Non-Forest Land”, the total land area acquired
by the Applicant pursuant to the Standing Consent may occur over a larger number of transactions that was
originally contempiated.

Maximum land area per fransaction — Non-Forest Land - paragraph (c)F):

We request that the maxinum land area per transaction be amended to read as set out below, with the

introduction of 2 new “Plantable Land" definition to replace references to “Non-Forest Land". The basis for
this request, and a potential alternate option are also set out below.

Limnits a) You may settle no more than 4820 overseas investment transactions.

b) You may acquire interests in no more than 6,000 hectares of sensitive
land in total;

c) The maximum land area per transaction is:

Case201810211 Kauri Forestry LP — Page 43



L

Lefever Law

sanyersientaieaimy

d) You may acquire interests in land that Is located anywhere in New
Zealand.

€) This standing consent cannot be used to acquire an investmentina
strategically important business (S1B) as described in section 20A(1)(c)

or (d) of the Act.
Definitions
Plantabie Land means the area of fand that can reasonably be converted to forestry, after excluding (i) areas
of existi ] i) areas of existing native i) any areas that the Consent Hoider intends

fo subdivide arxi self fotfowing settiement and (iv) reasonable alfowances for roads, set-backs, buffer areas,
ripanian plantings, and other iand that can reasonably be deemned to be non-productive.

We note that the requirement to complete any identified subdivision and sale would then become land-
specific conditions once the transaction has been notified to the OJO.

As the only large operator in all three of New Zealand's rural economic sectors - Livestock, Forestry, and
Horticulture - Craigmore Sustainables (which has management control over the Applicant) focuses on
ensuring land is used for the best and most sustainable land use. in line with this, the Applicant has proposed
a new Special Condition in respect of land that could be subdivided and sold, effectively requiring it to
subdivide and sell commercially viable blocks of LUC dasses 1.5 (afier placing a covenant on them
prohibiting planting of forestry for at least 10 years).

Siatement of Reasons and Alternative Opéions

The Applicant acknowledges that Ministers are looking to strike a balance between the “risks™ of allowing
transactions o occur without specific pre-transaction review by the OO, and providing meaningful Standing
Consents under the permiited legisiative regime. Any concems about productive farm land being converted to
forestry align with the Applicant’s investment strategy, where afforestation is focussed on land that is best
suited to forestry purposes.

As such, the Applicant considers thal the proposed changes to the conditions will better meet this abjective,
for the following reasons:

* Using the fotal land area as the fimit for new forest plantings creates a perverse incerntive where the
least productive farmiand may not be converted to forestry.

Forexample, unider the current wording, a 600ha title area property with 400ha of native bush and 200
ha of farmiand would not be permitted to be purchased under the Standing Consent— when it is in fact
likely to be a property that is marginal for farming and naturally converting io native bush. However,
the current wording would aliow purchase of a highly productive property that is 500ha fitie area and
475ha productive farmiand.

Given the cenfral issue concems the conversion of productive famiand into forestry, this limit should
only focus on the area of productive farmiand (and not-unproductive areas) being converted to forestry
(what the Applicant terms “Plantable area”). The term “Non-Forest Land™ should be replaced with
“Plantable Area”™ This change provides more flexibility for the Applicant to focus on planting forests
on the least productive fammniand.

Case 201810211 — Kauri Forestry LP — Page 44



L

Lefever Law
¢ The Applicant’s focus on “best use for the land” means that it will ook to subdivide and sell areas of
the land that are better suited for continued farming use, as well as some or all of the existing dwellings.
The proposed amendment allows more flexibility to purchase a property and then plant only that land
that is suitable for forestry - other forestry operators do not have the experience with farming that
Craigmore does, and tend not to take this approach.

Craigmore Sustainables and the Applicant have historically demonstrated this behaviour. For example,
3 mixed forestry-farming properiy purchased by the Appiicant in Northiand has been subdivided to
afiow a larger properly o be soid for dry sfock farming. This is also occurring with another property
in Wai

* Asadditional protection, the Applicant is willing to puta covenant on the titie of any land that is sold to
prevent commercial foresitry plantations being established within a decade from sale.

* If the total land area limit could be revised to account for some of these issues, it would allow the
Applicant more flexibility, white still ensuring that any land that will in fact be converted from farming
to forestry is within the proposed 500 ha imit. A maximum area of 500 ha of Plantable Land is an
appropriate balance between public influence over land purchases with offshare capital and land use
change; and ensunng the Applicant establishes efficient-sized forests that are well managed (small
forest can be poorly managed and creste risk e.g. fire, erosion at harvest due to small river setbacks).

The requested amendments are also intended to clarify how the land area lmits are applied if 2 parcel of land
has dual land uses e.g. if the Applicant wished to acquire an area of land that was 900 ha, including 450 ha of
existing piantation forest and 450 ha of farm land that would be converted to forestry. In addition, rural land
fransactions often involve multiple Records of Title, and the principal land use may differ across the different
fities. As such a single transaction could potentially invoive both existing forest land and Non-Forest Land.

Because “land” is not defined in the Act, arguably different parts of a single Record of Title could have
different land uses - the proposed amendments would clarify the situation in a way that appears to align with
the policy intent behind the different area limits for forestry and Non-Forest Land.

Alongside the amendment proposed above, we have formulated ancther potential option that would address
the Applicant’s concemns and provide the required flexibility to ensure that the Standing Consent is
meaningful in relation to the Applicant’s investment strategy and acquisition programme. The two options are
set out in order of the Applicant’s preference — Option 2 has been included as an altemative should the
Ministers determine they are not willing to adopt the “Plantable Land” approach.

Option 1: Specify that the 500 ha rejates to “Plantable Land” (gs per the proposed amendment above)
Opfion 2: Increase the threshold for “Non-Forest Land" acquisitions from 500 ha to 750 ha

This option would allow the Applicant a "buffer” above the proposed 500 ha to account for
non-plantable areas included in land transactions. In some ways this is a simpler approach,
as it avoids the need for a detaled land mapping and land use calculation — determinations

can be made based solely on the relevant gross titie area. It also simplifies the Applicant’s
reporiing to, and monitoring by, the OIO.
As the Applicant’s afforestation strategy is focused on the best use for the land, the Applicant is willing to
offer an additional Special Condition in consideration for some additional flexibility in the application of the
land transaction limits. This proposed Special Condition would require the Applicant to:

* Subdivide and sell any large areas of the land that are classified as Land Use Capability (LUC)
classes 1-5; and

* Protect the existing land use of those subdivided areas by way of a land covenant, to limit the risk of
that land subsequently being sold to a third party for afforestation.
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Some proposed wording for such a Special Condition is set out beiow:

Special Condition 13: Subdivided Land

Where the Land includes any contiguous areas of 50 hectares or
more that are classified as Land Use Capability (LUC) classes 1-5
and that can practically be subdivided and sold, the Consent
Hoider will include the subdivision and sale of such areas in its
Planting Plan, and prior to any sale of such land the Cansent
Holder will register a covenant on the tile(s) to the land preventing
future conversion to forestry for a minimum period of 10 years
from settiement.

We note that such a Special Condition would also address any risk of the Appiicant acquiring large farm-land
land areas under the Standing Consent and subsequently subdividing and selling a substantial portion of that
land area and retaining only a small area for planting. Whie the Applicant does not intend fo use the Standing
Consent in this way, ultimately the outcome if it did so would be that the “Non-Forest Land” that is not
planted by the Applicant would, in the future, be further protected from conversion to forestry due to the
existence of the new land covenant.

We confirm that the Applicant is otherwise comfortable with the proposed terms of the Standing Consent as
set out on page 2 of your letter.

Special Conditions
Special Condition 5:
We request that the “Required Date” for completion of planting of a crop of trees on any Non-Forest Land /

Plantable Land be extended to 3 years from seftlement (unless an altemative period or arrangement is
agreed in writing with the OI0).

The Applicant generally aims to plant smaller land areas (< 500 ha) over two planting seasons - planting
entire properties in a single season in some cases is not best industry practice (a standard to which the
Appilicant’s Planting Plan must comply as per Special Conditien 5). If a land purchage is settled in, say,
March, the Applicant is uniikely to be in a position to obtain tree stocks and undertake necessary land
preparation operations for the upcoming winter planting season (9 months' notice is required in order to
order trees). In that situation, the first planting season would commence approximately 15 months after
settiement.

In addition, where land is being acquired for new forestry conversions, the Applicant is generally willing to

allow the vendor to stay on the property for a period of time after settiement, aliowing them to manage their
exit from the land and lifestyle change. The planting plan will then be prepared having regard, in part, to the
vendor’s transitional use of the land. The Applicant would ke to have the fiexibility to negotiate with vendors
for a longer transitional period where it is appropriate having regard to the land characteristics and seasonal

We acknowiedge that the draft wording for Special Condition 5 does aliow the Applicant to agree an
extended period on a case-by-case basis with the OIO. However, to facilitate:

. the practical use of the Standing Consent by the Appiicant without requiring pre-transaction
comespondence with the OIO in each case, and

s confirmation that the transaction can be completed in reliance on the Standing Consent within
standard contractual due diligence periods,

the Appiicant would prefer to have the flexibility of a three-year period, to allow the issues to be addressed
without the need for specific OIO approval in each case.
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Special Condiiiion 7:
We request that the “Required Date” be amended to confirm what is intended by the term “acquisition”
{which is not a defined term). Given that it is a requirement of section 16A(4)(b)(ii) that any residential land
must adjoin non-residential land, we suggest that this fimeframe should be “before entering into transaction
or during the Termination Period”.

Special Condition 9:

We request that the “Required Date” far divesiment of any Surplus Dwellings is amended by adding the
words “(unless an altemnative period or arrangement is agreed in writing with the OIO”). This would give the
Appiicant some more comfort that if there were any delays, particularly in a subdivision process, due to
circumstances beyond its contral, there is a process for obtaining the OIO’s approval to an extended

It would also support the Applicant potentially negotiating with a vendor for a longer transitional period, as
discussed above.

Special Condition 12

We acknowiedge that the proposed wording of Special Condiion 12, being the special land offer process,
reflects the existing special land provisions set out in the Regulations. As currently worded, those provisions
require the vendor of the land to be invoived in the special land offer process, and for & large part of the
process to be completed prior to seftiement of the transaction. This could potertially lead to delays if the OIO
happens to be expeniencing high demand at the time that a special Jand notice is given. If the Applicant is
working to a 20 working day confirmation process, it is possible that the special land process could exceed
that period. it slso requires the involvement of the vendor, which can give rise to additional delays for
vendors who are not famiiiar with the process.

The current draft form of the Overseas Investment Amendment Bil replaces the special land provisions with
new provisions for “fresh or seawater areas” which should give rise to a much more straight forward process
where special land is involved.

As such, we request that Special Condition 12 be amended to record that if the special iand provisions (as
currently set out in Regulations 12-26) are amended or replaced, the OIO will work with the Consent Holder
1o agree on new wording for Special Condition 12 that reflects the new or amended legislative process.

We also request that part 4 of Special Condition 12 be amended, to recognise that

¢ Not all special land offers, even if accepted, result in a transfer of land. Although the sale of the
special land to the Crown s setifed, a physical transfer may not occur immediately or at all. Special
land offers associated with usque ad medium filum aquae rights involve a relinguishing of common
law rights without a physical land transfer. Special land offers associated with river or lake beds
generally allow either party to require a transfer of land, but it is not a process automatically triggered
by Crown acceptance. The requirement to be bound by the terms of the Special Land Agreement
(which will include provisions relating fo transfer of that land to the Crown) should be sufficient.

*  The timeframes set out in the Special Land Agreements may mean that the Crown does not accept

the Special Land Offer until after seltiement of the land purchase —the Consent Holder would then
not be bound by the Special Land Agreement until acceptance.
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The proposed amendments to the wording of Part 4 of Special Condition 12 are set out below:

Details Required Date

If the Crown accepts the offer of special land, you must adopt and be | Upon becoming ihe registered

bound by the Special land Agreement and-irarsfer-the-speciallandte | owner of the Land or on the dafe

the-Crowmronrtheferms-sctoutinthe-Special-tand Agreement that the Crown notifies you that it
has accepted the offer of special
and. whic S0

Yours faithfully

Lefever Law

e
Christina Lefever
Princical
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