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Nut Tree Farm supports the proposed acquisition. Our experience is that Fresh Direct provides
independent growers and specialist producers with effective access to customers throughout

New Zealand, and the proposed acquisition should increase the reach available to our walnut

products and the horticultural industry overall.

Position and scope

Nut Tree Farm supports the proposed acquisition and asks the Commission to grant clearance. We
make this submission as an independent grower, packer and marketer that has worked with Fresh Direct for
five years. We have found Fresh Direct to be an excellent distribution partner. We expect the combination of
Fresh Direct and T&G Fresh's distribution networks to provide the reach and market penetration needed to
add conventional walnuts to our organic range and develop value-added walnut products.

The Commission's Statement of Issues is primarily concerned with fresh fruit and vegetables. Walnuts are
less perishable and may fall outside some of the candidate markets under review. Our direct experience is
most relevant to the value of national distribution services, the practical availability of different routes to
market, and Fresh Direct's incentive to develop products supplied by independent growers. We also offer a
separate industry observation about the continuity of perishable produce supply.

Nut Tree Farm

Nut Tree Farm is a Canterbury walnut orchard and packhouse operated by Colin and Karen Prebble. We
grow, process, pack and market New Zealand walnuts, including certified organic product. NTF also
processes walnuts for other growers and coordinates supply from a group of organic walnut growers. This
gives us experience both as a grower and as an aggregator of supply from smaller producers.

Our products reach customers through more than one channel. These include direct relationships, our own
website, and wholesale or distribution partners selected for particular products and customers. Fresh
Direct is particularly important to our plans for reaching organic retailers throughout New Zealand through
Purefresh Organic.
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Independent perspective on perishable produce

Although NTF does not supply highly perishable fruit or vegetables, we are participants in and observers of
the wider produce industry. We work with independent growers and see the practical challenges of
sustaining production and taking their products to market. We do not compete as a grower in the perishable
categories identified in the Statement of Issues. This gives us a degree of distance from the rivalry within
those categories and allows us to offer an informed, relatively objective perspective on the long-term
availability of domestic produce. We ask the Commission to consider that perspective when examining the
effects of integration into growing.

We have a commercial interest in the proposed acquisition: we expect wider distribution to benefit our
walnut business. We disclose that interest so the Commission can weigh our evidence appropriately. Our
account of Fresh Direct's service is based on five years of direct dealings. Our comments about succession
and the future of perishable growing operations are industry observations, not first-hand evidence about
T&G Fresh's reasons for any particular investment or the competitive conditions in a particular crop.

Experience with Fresh Direct

Our dealings with Fresh Direct over the past five years have been very positive. It has been willing to work
with a comparatively small, specialist New Zealand producer and to develop distribution for a product
category that sits outside the high-volume fresh fruit and vegetable lines. We have found the relationship
commercially practical and responsive.

A concrete example is Fresh Direct's work with NTF to develop national distribution for organic cracked
walnut kernel. Our distribution of this product had previously been very limited. Fresh Direct's customer
relationships and Purefresh Organic channel have given us a practical route to organic retailers throughout
New Zealand.

For NTF, the value of Fresh Direct is not limited to access to a physical wholesale market. Its broader
network and ability to coordinate supply across regions allow us to reach customers that would be costly
and inefficient for NTF to service individually. The additional reach expected from the proposed acquisition
should provide economies of scale. This would allow NTF to augment its organic range with conventional
walnuts and develop value-added products that are important substitutes within the wider walnut category.

Evidence relevant to the Statement of Issues

National and regional competition

The Commission asks whether competition in supply markets occurs nationally as well as regionally. NTF
operates in a national market. Our walnuts are grown and packed in Canterbury, while demand is dispersed
across New Zealand. A coordinated national distributor can connect that supply with customers in several
regions without NTF having to establish separate sales and delivery arrangements in each region.

This evidence should be treated as category-specific. Walnuts have a longer shelf life than most fresh
produce, and our experience should not be applied without qualification to highly perishable fruit and
vegetables.

Routes to market for independent growers

NTF is not confined to one route to market. We can use direct sales for some customers and products, while
using a distributor where aggregation, logistics, customer coverage or specialist retail relationships add
value. This ability to use different channels provides a degree of commercial discipline: a distributor must
offer a service and return that is preferable to the practical alternatives available for the relevant product.
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At the same time, our experience confirms why direct supply is not a complete substitute for distribution.
Managing many small accounts, deliveries and customer relationships across New Zealand would add
material cost and complexity. A national distributor can make wider market access commercially viable for
a producer of NTF's scale. This is particularly important for a specialist organic range whose customers are
numerous but geographically dispersed.

Competition beyond physical market floors

The service used by NTF is a planned distribution and marketing relationship rather than reliance on day-to-
day spot sales through a physical market floor. This shows that, for at least some specialist and packaged
products, competition occurs through distribution programmes and direct commercial relationships as well
as through physical wholesale markets. The importance of these channels will vary by product, but they
should form part of the Commission's assessment where they are credible alternatives.

Non price aspects of competition

For NTF, distribution quality is not measured only by the price paid for product or the commission charged.
Geographic coverage, access to suitable retailers, product knowledge, communication, reliability and
willingness to develop a specialist line all affect the value of the service. Fresh Direct's performance on
these matters is the principal reason NTF supports the acquisition and intends to expand its relationship.

Independent grower supply and vertical effects

The Statement of Issues asks whether the merged entity could favour produce grown by T&G Fresh over
produce supplied by independent growers. NTF cannot provide category-specific evidence about T&G
Fresh's growing interests. Our experience is nevertheless relevant to incentives in other categories. Fresh
Direct benefits from a broad and differentiated range, and specialist products from independent growers
help it serve customers. Its work to expand NTF's walnut distribution is consistent with an incentive to retain
and develop independent grower relationships.
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Grower succession and continued production

From our wider industry observations, one reason for businesses such as MG and T&G Fresh to invest in
growing can be to secure continuity of supply when independent growers retire without succession plans.
An assessment of such investment should ask what would likely happen to an individual growing operation if
no successor or investor were found. Some operations may continue independently; others may cease, and
the land may pass to urban development or alternative uses. In the latter case, the likely alternative to
investment is a loss of domestic growing capacity, rather than continued independent production at its
existing level. For perishable crops, lost land, infrastructure and expertise cannot be replaced quickly.
Whether this proposed acquisition itself would change those outcomes is a separate question for the
Commission to examine.

Domestic supply and competitive prices

Where investment keeps otherwise vulnerable production operating, it can help maintain supply and
competitive pressure on prices. It can also lessen reliance on imports from Australia and elsewhere, which
are exposed to freight costs, exchange rates and overseas supply conditions. We cannot say how often this
occurs in the specific crop markets under review; that requires evidence about particular growing
operations. We ask the Commission to test that possibility alongside the risk that a combined business
might favour its own produce over independent growers' produce. Both effects matter to the future supply
and competitiveness of the market.

Overall assessment

NTF's direct experience is that Fresh Direct has helped rather than restricted our access to market. Its work
to establish national distribution for organic cracked walnut kernel has already opened a market that was
previously very limited for us. The proposed acquisition is expected to give our walnut range access to a
wider distribution platform and more customer relationships. For NTF and the growers whose product we
coordinate, that should increase output, improve economies of scale and support expansion into
conventional and value-added walnut products.

We recognise that the Commission must assess whether competition would be substantially lessened in
any relevant market. Subject to that assessment, NTF supports clearance. Our experience indicates that the
transaction can improve distribution and create opportunities for independent and specialist producers.
Our industry observations explain why maintaining domestic growing capacity also deserves careful
consideration.
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