








Background and proposed transaction

10.

Fletcher Building Limited (FBL) is a New Zealand incorporated company listed on the
New Zealand Stock Exchange and the Australian Stock Exchange.

FBL and its subsidiaries operate in New Zealand, Australia, and the South Pacific, mostly
in the building industry. The group currently employs around 14,500 people including
approximately 9000 people in New Zealand.

Two New Zealand incorporated FBL subsidiaries are co-applicants for this application
(together the Applicants):

8.1.  Fletcher Residential Limited (FRL) is a residential housing developer that either
acquires land to subdivide and develop for residential use or acquires developed
lots for the construction of residential homes.

8.2. Vivid Living Limited (VLL) is a recently established division of FBL's business to
provide a retirement offering in conjunction with FRL's existing residential housing
development business.

The Applicants seek to acquire residential (but not otherwise sensitive) land in order to
build new residential dwellings.

FRL was previously granted standing consents in April 2019 (SC1) and March 2021 (SC2),
collectively providing for up to 27 transactions. As the transactions available under SC1
and SC2 are close to being used up, the Applicants now seek a third standing consent.

Application of the Act

11.

12.

13.

Standing consents limit the impact of the regime on large-scale developers that have
strong track records of undertaking developments in New Zealand. The regime minimises
compliance costs by allowing them to apply for consent once to complete a series of
purchases, rather than to apply for consent in each case. Standing consents are therefore
a faster and lower cost option for large-scale developers, and deliver more certain
regulatory outcomes.

You may only grant a standing consent if:*
12.1. the investor test is met,” and

12.2. you are satisfied that certain conditions (para 14 below) are likely to be complied
with.

Those conditions include:

13.1. conditions to ensure that the increased housing test and non-residential use tests
will be met,

13.2. for new dwellings, conditions requiring:

e dwellings to be either on-sold or rented to an occupier,

4Set out in sch 4, cl 2 of the Act.
5> Section 18A of the Act.
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14.

15.

e the Applicants and certain others connected with the Applicants not to occupy
the dwellings,

13.3. for other land that will not have dwellings built on it, conditions requiring that it
be used for non-residential purposes,

13.4. a condition that the regulator must be notified of the transaction, or each
transaction, to which the consent will apply at the time, and in the manner,
specified in the consent, and

13.5. additional conditions, which may include:

e conditions about the residential land (for example, limits by total land area,
location of land, and geographic type of land), and

e conditions about outcomes (for example, time frames for completing
developments), and

¢ limits on the number of overseas investments for which the standing consent
can be relied on.

The granting of a standing consent is discretionary. Other considerations that fall outside
the criteria may be considered, provided they are relevant. If you take into account
considerations outside of the criteria, you should have regard to the purpose of the Act
generally, and the purpose of the increased housing pathway and standing consent
regime specifically.

LINZ has not identified any additional factors it considers are relevant to the assessment
whether to grant this standing consent. LINZ can provide further advice if you wish to
consider other matters.

16. The investor test is assessed in Section C, the reasons for and proposed scope of the
standing consent in Section'D.and the requirements for a residential standing consent in
Section E. National interest matters area addressed in Section F.

C. Applicants and investor test

17.  This section describes the Applicants and assesses whether the investor test is met.

Business Activities

18.

19.

20.

FRL has a long and established business history of land and residential housing
development in New Zealand. VLL is the retirement village arm of the business.

FRL is one of the largest new house builders in NZ and has completed (and is currently
undertaking) numerous large-scale residential developments. FRL is a residential housing
developer that either acquires land to subdivide and develop for residential use or
acquires developed lots for the construction of residential homes. FRL usually builds the
residential homes itself but, at times, on sells lots to other housing developers to carry
out the building works.

FRL sells the developed lots and the residential homes and mostly does not own
completed residences other than as for display or show homes in its developments or, in
the case of VLL, for the operation of long-term accommodation facilities.
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28.2. corporate fines both in New Zealand and overseas

28.3. being ineligible to come to New Zealand.

29. The capability factors include:

29.1. prohibitions on being a director, promotor or manager of a company
29.2. penalties for tax avoidance or evasion
29.3. unpaid tax of $5 million or more.

30. Inthis case, the relevant overseas persons and IWCs have established none of the factors
contained in section 18A(4) of the Act. Accordingly, LINZ considers that the investor test
has been met.

D. Requested standing consent

31. This section describes the Applicants’ investment plans and reasons for seeking a

standing consent, and the scope of the standing consent requested.

Reason for the standing consent

32.

33.

34.

35.

36

37.

FRL is close to using up the total number of transactions permitted under SC1 and SC2,
which is why the Applicants are seeking a third standing consent.

The Applicants state that they are committed to increasing residential housing stock in
key areas of need, in particular, the greater Auckland region and Christchurch.

The Applicants aim to deliver -housing projects as quickly as possible, and stress that
obtaining consent under the Overseas Investment Act can cause delays. A further
standing consent will ‘enable the Applicants to proceed with housing developments
immediately, afteran agreement becomes unconditional in all other respects.

FRL advises that for many years it has focussed on lower price point houses and
supporting local and national Government affordable housing initiatives. FRL considers
that being able to be competitive in the market for the acquisition of land for
development, increases the number of houses that it can provide (and the speed with
which they are delivered to market) and, because of its focus on a lower price point,
accordingly, the number of affordable houses.

FRL reports that by 31 March 2023, it had completed the sale of i houses in Auckland
built on land acquired under the two earlier standing consents. Of these | e e
sold for less than the median house sale price, and |Jjjiil] for more than the median
house sale price.

The Applicants intend to use the residential land acquired under the standing consent
for both increased housing and non-residential use.

37.1. The Applicants will acquire either newly developed lots with no existing residential
homes on them, or land that is largely undeveloped (for example lifestyle land with
an existing residential home that can be subdivided for the development of an
increased number of residential houses).
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41.

LINZ considers that the conditions that will be imposed on the standing consent are likely
to be met, having regard to the following factors:’

41.1. the applicants’ financial strength;

41.2. the previous activity of the applicants (or associates or individuals with control of
the relevant overseas person) regarding use of residential land; and

41.3. the previous record of the applicants (or associates or individuals with control of
the relevant overseas person) in complying with consent conditions or-applying
for consent conditions to be varied.

Proposed conditions of consent

42.
43.

44,

45.

46.

The proposed conditions are set out in detail in Attachment 1.

The conditions address the minimum requirements of the Act, while preserving flexibility
for the Applicants to develop a property as they deem appropriate. This flexibility
includes the ability to develop new dwellings for on-sale, build-to-rent dwellings, or
retirement accommodation

The conditions limit the number of developments, not.the number of transactions (as in
earlier standing consents). This gives the Applicants flexibility to acquire multiple parcels
of land for a single development without “using up” additional transactions.

The Applicants will have up to about 13 years to complete a development. While none
of the developments undertaken by FRL under the earlier standing consents are expected
to take much longer than_seven years, this flexibility allows for a larger staged
development to be undertaken without the need for a further consent under the Act.

The conditions also include a limit-on the use of private plan changes, proposed by the
Minister for Land Information:

Financial strength

47.

48.

49.

50.

As the Applicants are ultimately subsidiaries of FBL, and their financial reporting is
consolidated into the financial statements of FBL.

FBL is listed on the New Zealand and Australian stock exchanges. As at the end of June
2021 financial year FBL's asset value stood at $8.01 billion. In the same financial year, FBL
had a total income of $381 million and net cash of $666 million. FBL's market
capitalisation is approximately $3.52 billion.

The Applicants will fund the proposed transactions under the standing consent through
existing cash reserves.

The Applicants have satisfied this requirement previously for SC1 and SC2, and LINZ
consider that this requirement remains satisfied.

% These are the factors set out in sch 2, cl 2(2) of the Act.
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60.

59.1. For each development the Applicants will engage a land certificate provider
(usually Simpson Grierson) experienced in overseas investment matters. Checks
will be undertaken by that land certificate provider to ensure that the land is
residential only and not otherwise sensitive and the proposed transaction is within
the scope of the standing consent.

59.2. In addition, the Applicants’ in-house legal team is familiar with the Act and the
requirements in relation to residential land (and has met with LINZ to discuss and
understand the standing consent applications).

59.3. The Applicants’ in-house legal team will work together with the Applicants’
external lawyers to ensure that all reporting conditions are met, the scope of the
standing consent is adhered to, and the outcomes are achievable.

The Applicants intend to use the same external lawyers to deal with the land acquisitions
for the proposed transactions as have assisted the Applicants in preparing this
application, so both the Applicants and the lawyers will be fully aware of the conditions
of the standing consent.

Not a transaction of national interest

61.

62.

63.

The National Interest test does not apply to applications for a standing consent. LINZ has
therefore not referred this applicationto the Minister of Finance.

In the Ministerial Directive letter dated 21 November 2021 (which remains in force until
revoked or amended), the previous Minister of Finance directed that the starting point is
the assumption that overseas investment is in New Zealand's national interest, and that
LINZ should only recommend the Minister of Finance exercise its discretion for a national
interest assessment if the proposed investment:™

62.1.  could pose risks to New Zealand's national security or public order;

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

62.3. - " has foreign government or associated involvement that was below the more
than 25 per cent ownership or control interest threshold for automatic
application of the national interest test, but granted that government (and/or
its associates) disproportionate levels of access to or control of sensitive New
Zealand assets;

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

62.5.  raises significant Treaty of Waitangi issues; or
62.6. relates to a site of national significance (e.g. significant historic heritage).

LINZ does not consider that this investment engages any of these risk factors.

0 Ministerial Directive Letter (24 November 2021) at [46] and Annex at [11].
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Conclusion

64. After considering the Application, LINZ's view is that:
64.1. the investor test has been met, and
64.2.  the conditions that will be imposed on the consent are likely to be met.

65. LINZ there recommends that you grant the standing consent.

66. If you agree, refer to Attachment 1 to review the Proposed Decision (including consent
conditions), and to page 5 of this Assessment Report to record your decision.

H. Attachments

1. Proposed Decision

2. Property acquired under the earlier standing consents

3. Compliance with conditions of consent
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