
Whether we have a hous-
ing crisis or a housing 
challenge, it is clear that 
finding ways to fast track 
new housing development 
is the political topic du 
jour. Following recommen-
dations made in the 2015 
Productivity Commission 
Using Land for Housing 
Report, the latest tool pro-
posed for the toolbox is the 
use of Urban Development 
Authorities (UDAs).

The purpose of the pro-
posed legislation is to allow 
significant urban develop-
ment projects to be built 
more quickly and strategi-
cally, to increase certainty 
for developers and to act as 
an incentive for developers 
to participate in large-scale 
urban development.

The intention is that 
Government and Councils 

will work together to iden-
tify potential areas for large 
scale urban development. 
A UDA may then be estab-
lished to progress such 
development and with that 
status will come a range 
of development powers, 
including:
n	 powers to assemble 
parcels of land, including 
the use of powers available 
under the Public Works Act 
1981;
n	 powers to override exist-
ing and proposed district 
and regional plans, and 
streamline consenting pro-
cesses;
n	 powers to plan and 
build infrastructure; and
n	 funding powers.

The scope of the powers 
available to a UDA would 
be established by central 
government and the rele-

vant council, with feedback 
from public consultation.  
As it stands currently, a 
UDA would not have the 
authority to override build-
ing consent powers, Treaty 
of Waitangi settlements 
or standards outlined in 
National Environmental 
Standards.

In terms of funding 
infrastructure, while a UDA 
would not have all of the 
powers available to local 
government it would be 
able to buy, sell and lease 
land and buildings, receive 
and issue grants from the 
Crown, borrow funds, issue 
bonds or shares, or create 
joint venture or other fund-
ing agreements. The pro-
posed legislation will also 
enable UDAs to levy target-
ed infrastructure charges 
on property owners within 

the development area or 
require the Council to col-
lect development contri-
butions on their behalf.

Although billed as being 
an innovative solution to 
the housing shortage, in 
fact the concept is not par-
ticularly novel. The regen-
eration of Tamaki is being 
undertaken under a very 
similar model, acquiring 
some 2,500 existing dwell-
ings to be redeveloped into 
7,500 new dwellings.  The 
Canterbury Earthquake 
Recovery Authority (CERA) 
operated under a similar 
model and Regenerate 
Christchurch was more 
explicitly billed as a UDA 
when its legislation was 
introduced early last year.

While there will no 
doubt be plenty of debate 
about the concept before 

it is introduced or oth-
erwise, it is clear that it 
should significantly speed 
up the process of develop-
ment. There are no rights 
of appeal (other than on 
points of law) which alone 
could halve the time taken 
to rezone land for urban 
development. While judi-
cial review may remain an 
option, the circumstances 
in which it applies are 
limited and it is likely to be 
sparingly accessed.

Whether this proposal 
will finally achieve what 
the RMA set out to do in 
terms of enabling devel-

opment. or will simply 
add another tranche of 
bureaucratic entities into 
the development space, 
remains to be seen. Writ-
ten submissions are due by 
5pm on 19 May 2017. We 
can expect some polarised 
debate.
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Sellers and purchasers alike 
need to be aware of very recent 
changes to Overseas Investment 
Office policy on the need for 
OIO consent to overseas persons 
leasing multi-storey buildings. 
These may materially widen the 
pool of prospective investors and 
shorten timeframes for some 
commercial property investment 

processes.
Last year we engaged with 

the OIO on whether the lease 
of several floors of a Category 1 
heritage building, with an aggre-
gate lease area of nearly 5,000m2, 
could amount to the acquisition 
of an “interest in sensitive land” 
for the purposes of the Overseas 
Investment Act 2005. Our cli-

ent, a prospective New Zealand 
purchaser of the building, was 
cautious about the existence of a 
major unconsented lease in the 
building.

The particular issue was 
whether it should be the total 
land area of the lease (less than 
1,500m2) or the total floor area 
(nearly 5,000m2) that should be 
used in assessing whether the 
interest in land exceeded 0.4 hec-
tares – this being the applicable 
threshold.

It seemed to us incongru-
ous that OIO consent should 
be required to a lease of several 
floors in a building, just because 
it involves a heritage site, when 
consent to an outright purchase 
of the building and the fee sim-
ple estate in the land would not, 
because the total land area is less 
than 0.4 ha.

Just think of all the major 
leases by “overseas persons” 
of premises in our major cities 
that involve or adjoin a heritage 
building, reserve, park, the sea or 
a lake or other particularly sensi-
tive land. How many of those 
would have obtained consent?

However, according to  the 
OIO at the time, the relevant area 
was the total leasehold area, that 
is, the total area of each floor 
plate being leased.  We asked that 
the approach be revisited from a 
legal and policy perspective.

This has now happened.  The 
result is that the guidance note 
has been removed from the OIO’s 
website, the new policy on leases 
for multi storey buildings being 
that with some exceptions for 
areas not leased such as com-
mon areas and licensed carparks, 
what matters is the total foot-

print/outline at its largest which 
is occupied by the building. Note 
that if the footprint of the upper 
storeys extends beyond the 
footprint of the ground floor, the 
area is determined by the entire 
outline. This approach does not 
change if the building is made 
up of multiple titles.  A new OIO 
guidance note will be published 
shortly.

This does not mean prospec-
tive lessees, or purchasers of the 
freehold, can forget about the 
need for OIO consent: it remains 
a possibility. Lessors and agents 
equally need to be conscious of 
this and undertake their own 
assessment. But it is gratifying to 
see common sense prevail!

24 SPECIAL REPORT: INVESTING IN PROPERTY  / The National Business ReviewMay 5, 2017

SUPPLIED CONTENT SUPPLIED CONTENT

Multi-Storey 
Investments:  
OIO Consent?

Construction

FinancingCommercial  
Property

Commercial

Infrastructure

Consenting 

Navigate the commercial property, utilities and large scale residential 
landscape with New Zealand’s largest integrated projects team.

Investing or  
Developing?

Auckland Wellington Christchurch

www.greenwoodroche.com

Greenwood Roche welcomes our newest 
partner, Doran Wyatt.  

Doran specialises in commercial 
property and has extensive experience 
advising corporate, institutional and 
government clients on developments 
and leasing, acquisitions, disposals, 
construction and infrastructure.
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021 528 513
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New Zealand’s Biggest Ever 
Office Transaction
Oyster Group recently settled the Green-
lane Millennium Centre Business Park 
asset for $210 million, recording New 
Zealand’s biggest ever office transaction 
and resulting syndication investment 
opportunity.

The purchase was not only significant 
in terms of the commercial property 
transaction landscape but also con-
tributed substantially to a year of solid 
growth in the Group’s funds manage-
ment business. 

The syndication of the three-hectare 
site, at 600-604 Great South Road, 
attracted very high levels of interest 
prior to settlement. A release of a limited 
number of interests is now available with 
a total of 146 parcels at $250,000 each 
being offered to wholesale investors. 

The Millennium deal closely followed 
Oyster’s purchase and successful syndi-
cation of the landmark Cider building in 
Auckland’s central suburb of Ponsonby 
last year.

Wholesale investors seized the oppor-
tunity to own interests in Cider within 
a matter of days. A total of 50 interests 
of $1,000,000 each were made available 
and, at the time, the transaction was 
Oyster’s largest-ever equity raise under a 
multi-investor ownership structure. 

Oyster was keen to maintain momen-
tum and the Millennium purchase ena-
bled it to do so.

The company now has a combined 
portfolio value of over $1.2 billion of 
property assets under management 

throughout New Zealand via a com-
bination of public and private special 
purpose property funds, and property 
management mandates from institu-
tions and private investors.

Identifying Properties 
Appropriate for Divestment
Whilst the provision of stable long term 
returns from quality commercial prop-
erty is Oyster’s key focus, Oyster is also 
constantly assessing opportunities to 
crystallise optimal value for investors by 
selling properties in more buoyant times. 
The reasons for considering sales include 
near term single tenant expiry risk, 
abnormal capital expenditure require-
ments, perpetual vacancy and potential 
future funding issues. Capitalising on 
current market conditions, Oyster assets 
sold during the past year include Count-
down Papakura, 12 Foreman Road Ham-
ilton and most recently 131 Lincoln Road 
Auckland (all having provided investors 
with a double digit internal rate of return 
over many years).

Oyster Direct Property Fund 
Resonates with Investors
The Oyster Direct Property Fund, 
launched last year, is an unlisted PIE 
structured unit trust providing monthly 
distributions or reinvestment, with a rel-
atively affordable entry point of $10,000.

The Fund is open on a permanent 
basis, offering investors exposure to over 
$475 million in significant New Zealand 
commercial property assets. 

The Fund comprises investments in a 

diversified portfolio of quality commer-
cial property weighted towards major 
urban locations, high quality tenants and 
long lease terms. 

With a monthly tax advantaged 
income stream, historical performance 
for the year to 31 March 2017 has been 
a 7.0 cents per unit annualised distribu-
tion. 

The Oyster Direct Property Fund 
also allows investors to participate in a 
Distribution Reinvestment Plan (DRP) 
which provides the opportunity to have 
monthly cash distributions reinvested 
into the fund as units in lieu of taking a 
monthly distribution. Investors can opt 
out at any time and begin receiving dis-
tributions again.

Once an investor has made a mini-
mum investment of $10,000, they then 
have the ability and flexibility to contin-
ue to invest further funds in increments 
of $1,000 or more at any time after their 
initial investment. 

A Growing Suite of Property 
Investment Options
Oyster chief executive officer, Mark 
Schiele, says the company remains 
focused on providing high quality com-
mercial property fund offerings for 
investors who are, for the most part, New 
Zealanders looking to invest in substan-
tial properties with long term security in 
both income and value. 

“Our drive is to enable as many 
investors as possible to participate in, 
and benefit from, commercial property 
investment. We will continue to offer a 

range of property investment options to 
cater for investors with vastly different 
risk profiles and criteria for investments. 
So if an investor has $20,000 to invest, 
the Oyster Direct Property Fund is an 
ideal match. Similarly, for a wholesale 
investor with upwards of $250,000 to 
invest, the Millennium Centre wholesale 
investment offer provides an excellent 
return for an A-grade investment prop-
erty of this scale and quality.” 

Integral Third Party Management 
Mandates 
A large, important part of Oyster’s busi-
ness is where third party property own-
ers (typically institutions or private 
investors) engage Oyster to provide spe-
cific services. 

Oyster’s third party management 
services include asset, financial, facili-
ties and property management, retail 
property consulting and leasing for an 
extensive portfolio of retail, industrial 
and office properties throughout New 
Zealand. Oyster retains a specialist team 
focussed on retail property manage-
ment and leasing. The Oyster team has 
many combined years of experience 
in successful retail asset management, 
development and leasing and a strong 
reputation in the market for the provi-
sion of these services.  The highly antici-
pated opening of the first stage of the 
Tauranga Crossing Shopping Centre last 
year was a good example of this, with 
Oyster holding both development man-
agement and asset management man-
dates for the project.

Record growth year for Oyster

Diversified exposure in commercial property valued at $477 million

oystergroup.co.nz

7.0 ANNUALISED PRE-TAX  
CASH DISTRIBUTION*

HISTORICAL PERFORMANCE FOR YEAR TO 31 MARCH 2017

OYSTER DIRECT PROPERTY FUND

Minimum investment $10,000

The Oyster Direct Property Fund aims 
to provide investors with an income 
distribution payable monthly, combined with 
the potential for capital growth through 
investing in a diversified portfolio of quality 
commercial property assets.

  A range of office, retail and industrial 
assets in a single investment

  Investment in commercial property assets 
of significant value and scale

  Structured for monthly distributions and 
redemptions†

  Affordable entry point with a minimum 
investment of $10,000

  Units issued on the first day of each month

   An unlisted, diversified commercial 
property fund 

   Oyster Management Limited is the offerer 
and issuer of the units in the Oyster Direct 
Property Fund

  A fund which targets a portfolio weighted 
towards major urban locations, quality 
tenants and long leases

A Product Disclosure Statement is available; to receive a copy please contact:
Kate Hamill (09) 632 1287 Email investor@oystergroup.co.nz

*The cash distribution stated in the advertisement is based upon the pre-tax 
distribution paid to investors for the period from 6 July 2016-31 March 2017.  
Past performance is no indication or guarantee of future performance. For 
further details, please refer to the Product Disclosure Statement. 

†Redemptions will be available from 1 June 2017.
Prospective investors are recommended to seek professional advice from  
an Authorised Financial Adviser which takes into account their personal 
circumstances before making an investment decision.
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