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PMG Direct Office Fund
Statement of Financlal Position
As at 31 March 2017

3 months
Note 2017
$

. Assets

} Current assets

\ Cash and cash equivalents 6 145,260

* Trade and other receivables 7 105,939
Other current assets 8 11.013
Total current assets 262,212
Non-current assefs
Investment properties 9 47,826,000
Total non-current assets 47,825,000
Total assets 48 087,212
Liabilities
Current Habilities
Trade and other payables 10 168,521

- PIE Tax Payable 10 37,212
Derivative financial instruments 11 59,086
Distributions payable 16 163,333
Other current liabllities 12 152,415
Total current liabilities 580,667
Non-current liahilities
Borrowings 13 18,642,402
Total non-current labilities 18,542,402

+ Total liabilities 19,122,969

" Net assets 28,964,243
Equity

. lssued units 14 27,088,989
Retalned earnings 1,876,254
Total equity 28,964,243

P
Dir«%{fﬁoperty Managers Limited

e

el Director, Property Managers Limitad

i

The above Statement of Financial Position should be read in conjunction with the accompanying nofes
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PMG Direct Office Fund
Statement of Profit or Loss and Other Comprehensive Income
For the 3 month period ended 31 March 2017

3 months
2017
Note $

Revenue 4 1,332,934
Expenses
Property operating expenses 5 326,115
Property and Fund management fees 96,344
Property and Fund Managsment performance fee 89,182
Supervisor fees 5,924
Administrative 5 38,719
Operating profit 776,650
Net Finance expenses 5 244,064
Net fair value gain on investment properties 1,981,323
Fair value movement on derivative financial instruments (59,088)
Net profit 2,454,823
Other Comprehensive Income -
Total comprehensive income 2,454,823

The above Statement of Profit or Loss and other comprehensive income should be read in conjunction with the accompanying notes
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PMG Direct Office Fund
Statement of Changes in Equity
For the period ended 31 March 2017

Nat profit for the year and total comprehensive income

Transactions with investors in their capacity as investors:

Units issued during the year
Issue costs

Units redsemed during the year
Distributions to Investors (note 15)

Balance at 31 March 2017

Issued Units

$

28,000,000
(911,011)

27,088,989

Retained Total
earnings equity
2,454,823 2,454,823

- 28,000,000

- (911,011)
(579,569) (679,569)
1,875,254 28,964,243

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes
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PMG Direct Office Fund
Statement of Cash Flows
For the 3 month period ended 31 March 2017

2017
Note $

Gash flows from operating activities
Cash was provided from:
Reaceipts from customers 1,316,824

Interest income 1,725
Cash was applied to:

Payments to suppliers  (245,789)
Interest and other finance costs paid (254,427)
GST paid {44.551)
Net cash inflow/{outflow) from operating activities 21 773,782
Cash flows from investing activities

Cash was applied to:

Payment fot purchase of Investment properties {45,560,000)
Payments for capital expenditure on investment properties (283.677)
Net cash inflow/(outflow) from investing activities (45,843,677}
Gash flows from financing activities

Cash was provided fram:

Proceeds from Issue of units 28,000,000
Proceeds from borrowings 18,542,402
Cash was applied to:

Unit issue transaction costs (911,011)
Distributions to investors 15 {416,236)
Net cash inflow/(outflow) from financing activities 45,215,165
Net Increase In cash and cash equivalents 145,260
Cash and cash equivalents at the beginning of the financial period -
Cash and cash equivalents at the end of the financial perfod 6 145,260

The above Statement of Gash Flows should be read in conjunction with the accompanying notes
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PMG Direct Office Fund
Notes to the Financial Staterments
For the period ended 31 March 2017

Note 1, Significant accounting policies

Reporting entity

PMG Direct Office Fund (‘the Fund’) Is a Managed Investment Scheme domiciled In New Zealand. The Fund Is managed by
Property Managers Limited (‘the Manager’), and the supervisor of the Fund is Covenant Trustea Services Limited ('the
Supetvisor'), The Manager of the Fund is licensed under the Financial Markets Conduct Act 2013 (FMCA’) as a manager of
Managed Investment Schemes, The Supetvisor holds any properties in the Fund in trust on behalf of the Investors through
a custodian company wholly-owned by the Supervisar, called PMG Direct Office Fund Trustees Limitad (the Custodlan’).

The Fund was established on 14 December 2018, pursuant to a Master Trust Deed and an Establishment Deed dated 1
November 2016 between the Supervisor and the Manager as varied by deed from time to time in compliance with the FMCA
{‘the Trust Deeds’). Copies of the Trust Deeds can be found at www.busipess.qovtnz/disclose.

The Fund's primary purposs is to hold commercial property in a geographically diversified portfolio for rental income and
potential capital appreciation.

This financfal report Is for the 3 % month perlod from 14 December 2016 to Balance Date being 31 March 2017.

Basls of preparation
As the Fund was established during the year these are the first financlal statements prepared for the Fund. The financial

statements have been prepared for the Fund by the Manager, on hehalf of the Supervisor, in accordance with the
requirements of the Financial Reporting Act 2013 (FRA), the FMCA and the provisions of the Trust Deeds.

The financial statementa have heen prepared in accordance with New Zealand Generally Accepted Accounting Practice (NZ
GAAPY). They comply with New Zealand Equivalents ta Internatlonal Financlal Reporting Standards ('NZ IFRS8") and other
applicable financial reporting standards, as appropriate for fler 1 for-profit oriented entities. The financial statements also
comply with the requirements of International Financial Reporting Standards (1FRS’).

The financial statements were authorised for issue by the directors of the Manager on 30 June 2017.

As required by FRS-42 — Prospective Financlal Statements, the prospective financial information provided in the Product
Disclosure Statement of the Fund, issued 1 November 2016, has heen provided for comparative purposes In these financial
statements. Any major variances In actual financial information compared to the prospective financial information are

provided in note 22.

Basls of measurement
The financial statements have been prepared on the historical cost basis, and the going concern concept and the accrual

hasis of accounting have been adopted. Where required under NZ IFRS falr value measurement has been applied - sea note
a.

These financlal statements are presented In New Zeatand Dallars ('$), which is also the Fund's functional currency. Al
information presented in New Zealand Dollars has been rounded to the hearest dollar.

The principal aceounting policies adapted in the preparation of the financial statements are set out below.

New, revised or amending Accounting Standards and Juterpretations adopted
The Fund has adopted all new, revised or amending Accounting Standards ahd Interpretations issued by the Extarnal

Reporting Board ("XRB') that are mandatoty for the current reporting period.

Any new, revised or amending Accounting Standards or Interpretations that are not yet mandatory have not been early
adopted. The extent of the impact of such Standards or Interpretations on the financial statements of the Fund has not yet

heen determinead.

Management are currently working through the assessed Impagt of the upcoming standards and once the Impact of these
standards has been fully assessed the fund will bring the relevant changes Into account.

T




PMG Direct Office Fund
Notes to the Financlal Statemerits
For the period ended 31 March 2017

Note 1. Significant accounting policies (santinued)

The following new Accounting Standards and Interpretations are likely to be most relevant to the Fund in futuire periods, but
have not yet been adopted:

» NZIFR8 16 — Revenue from Coniracts with Customers ~ effective for perlods beginning 1 January 2018, The
standard contains a single model that applles to confracts with customers and two approaches to recognising
revenue: at a point in time or over ime, The model features a contract-based five-step analysis of transactions to
detarmine whether, how much, and when revenus Is recognised.

«  NZIFRS 9 - Financial Instruments - effective for periods baglinning 1 January 2018. The new standard Includes
revised guidance on the classification and measurement of financial assets, Including a new expacted credit loss
modsl for caleulating impairment.

e NZIFRS 16 — Leasss — effective for periods beginning on or after 1 January 2019. The standard removes the
classification of leases as elther operating or finance leases — for the lesses ~ effactively treating all leases as finance
leases. Lessor accounting remains like ourrent practice — i.e. lessors continue to classify leases as finance and
oparaling leases.

Operating segments
Operating segments are presented using the ‘management approach’, where the information presented is on the same basls
as the Internal reports provided to the Ghief Oparating Declsion Makers ('CODM?). The CODM is responsible for the allocation

of resources to operating segments and assessing their performance.

Revenue recognition
Revenue is recognised when It is probable that the economic benefit of a transaction will flow fo the Fund and that revenue

can be reliably measured, Revenue is measured at the fair value of the consideration received or recelvable.

Rent
Rent revenue from investment properties is recognised on a straight-line basis over the lease term. Lease Incentives grantad

are recognised as part of the rental reventie. Contingent rentals are recognised as income In the period when earned.

Operating Expenses recoveries
Operating Expenses recoveries revenue is recognised on an accrual basis as the expenses are Incurred and expected to be

recovered from tenants.

Interest
Interest revenue [s recognised as interest accrues using the effective interest methad. This is a method of calculating the

amortised cost of a financial asset and allocating the interest income over the relevant perlod using the effective interest rate,
which is the rats that exactly discounts estimated future cash receipts through the expected life of the financial asset to the
net carrying amount of the financial asset.

Other revenue
Other revenus is recognised when it is receivad or when the right to recelve payment is established,

Income tax

The Fund elected to be a Porffolio Investment Entity (PIE") from the commencement date of the Fund and as stch s not
liable for income tax. However, the Fund is required to allocate incame to investors under one of the options avallable under
the PIE rules, daily or quarterly. The Fund dislributes 100% of adjusted net income (being surplus less adjustments for fair
value recoghition) to Investors and as a result the Fund has no undistributed surplus that would be liable for tax,

The Fund dedusts tax at the investors prascribed investor rate of slther 0%, 10.6%, 17.5% or 28%. The tax rate Is tapped
at 28%. The tax deducted Is a debt dus to the crown and Is pald diractly to the Inland Revenue Departmant oh the investors'
behalf, If any income is not allocated to investors i is liable for tax at 28%.




PMG Direct Office Fund
Notes to the Financial 8tatements
Far the period ended 31 Marsh 2017

Note 1. 8ignificant accounfing policies {continued)

Financial Assels

Cash and cash equivalents
Cash and cash equivalents Includes cash on hand, deposits held on call with financial Institutions, and other shari-term,

highly liquid investments with origihal maturities of three months or less that are readily convertible fo known amounts of
cash and which are subject to an insignificant risk of changes in value. For the statement of cash flows presentation purposes,
cash and cash equivalents also includes bank overdrafts, which are shown within borrowings In current liabilities on the
statement of financlal position when applicable. Cash and cash equivalents are classified as loans and recalvahbles,

Trade and other receivables
Trade recelvables are initially recognised at fair value and subseguently measured at amortised cost using the effective

intstest method, less any provision for impairment, Trade recelvables are generally dus for settiement within 30 days.

Collectability of trade recelvables ls raviewad on an ongoing basls. Debts which are known to be uncollectable are written
off by reducing the carrying amount directly. A provision for impairment of trade receivables is ralsed when there s objective
avidence that the Fund will not be able to collect all amounts due according to the original terms of the receivables. Significant
financlal difficulties of the debtor, probability that the debtor will enter bankruptey of financlal reorganisation and default or
delinqusnay in payments (more than 60 days overdue) are consldered indicators that the trade receivable may be impaired,
The amount of the impaimment allowance [s the difference between the asset's carrying amaunt and the present value of
astimated future cash flows, discounted at the original effective interest rate. Gash flows relating to short-term recelvables

are not discounted if the effect of discounting is immaterial.
Other receivables are recognised at amoriised cost, less any provision for impairment.
Both trade and other receivables are classified as loans and recsivables.

Other financial assets
Other financial assets are Initially measured at fair valus. Transaction costs are included as part of the inltial measuremeant.

They are subsequently measured at amortised cost. Classification is determinad based oh the purpose of the assel and
subsequent reclassification to other categories Is restricted,

All financial assets are derecognised when the rights to recelve cash flows from the financial assets have expired or have
been transferred and the Fund has transferred substantially all the risks and rewards of ownership.

Impairment of financlal assats
The Fund assesses at the end of each reporting period whether there is any objective evidence that a financial asset or

group of financial assets Is impaired. Objective evidence includes significant finandial difficulty of the issuer or obligor; a
breach of cottract such as default or delinquency in payments; the lender granting to a horrower concessions due to
aconomic or legal reasons that the lender would not otherwise do; it becomes probable that the borrower will aniter bankruptey
or other financial reorganisation; the disappearance of an active market for the financial asset; or observable data indicating
that thera Is a measurable decrease In estimated future cash flows,

The amount of the impairment allowance for financlal assets carried at cost is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the current market rate of retum for similar

financial assets.

Investment properties
Investment properties principally comptise freehold land and buildings held for long-term rental and capital appreclation that

are not occupled by the Fund, Investment properties are inltially recoghised at cost, including transaction costs, and are
subsequently remeasured annually af fair value. Movements in falr value are recognised direatly I profit or loss,

Ihvestment properties are derecognised when disposad of or whan thera is no future scanomic benefit expacted.

6Q R WA, fl 4




PMG Direct Office Fund
Notes to the Financial Statements
For the perlod ended 31 March 2017

Note 1. 8ignlficant accounting poticles (continued)

Leases

The determination of whether an arrangement Is or contalns a lease is based on the substance of the arrangement and
requires an assessment of whether the fulfilment of the arrangement is depandant on the use of a specific asset or assats
and the arrangement oonveys a right to use the asset.

A distinction is made between finance leases, which effectively transfer from the lessor to the lesses substantially all the
tisks and benefits incidental to the ownership of leased assets, and operating leases, under which the lessor effectively

ratalns substantially all such risks and beneflts,

In all cases the Fund is not a lesses, but a lessor of investment praperty. The Fund only enters leases where it retains
substantially all risk and ownership of the leased asset. All such leases are therefore dlassifiad as operating leases. All leased
assets are Included within Investment Properties.

Impairment of non~financial assets
Non-financial assets are reviewad for Impairment whenever events or changes in circumstances Indicate that the carrying
amaount may not be recoverable, An impalrment loss Is recognised for the amount by which the asset's carylng amount

exceeds its recoverable amount,

Racoverable amount is the higher of an asset's fair value less costs of disposal and value-n-use. The value-in-use is the
present value of the estimated future cash flows relating fo the asset using a pre-tax discount rate specific to the asset or
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to
form a cash-generating unit.

Financlal liabilities

Trade and other payahies
These amounts represent liabilities for goods and services provided to the Fund prior to the end of the financial year and

which are unpalid. They are initially recognised at fair value and subsequently measured at amortised cost. Due to their short-
term nature, they are not discounted. The amounts are unsecured and are usually paid within 30 days of recognition, and as
a result are recorded at the invoice amount with no accrued interest. Trade and other payable are classified as financial
liabiliies measured at amortised cost.

Borrowings
Loans and borrowings are initlally recognised at the fair value of the consideration recelved, net of fransaction costs. They

are subsequently measured at amortised cost using the effective Interest method, They are classified as financlal liablitties
measured at amortised ¢ost,

Derivative financlal instruments
The Fund enters interast rate swaps. These are classified as financial assets or liabliities at fair value through the profit or

loss on Initlal recognition, They are Initially recognised at fair value on the date a derivative contract is entered and are
subsequently remeasurad to their fair value at each reporting date. The accounting for subsaquent changes in fair value Is
recorded directly in profit or loss.

Due to thelr nature, derivative financial Instruments are classified as financial assets or liabilities

Finance costs
Finance costs attributable to qualifying assets are capitalised as part of the asset. All other finance costs are expensed In

the periad in which they are Incurred,

Provisions

Provisions are recognised when the Fund has a present {legal or constructive) obligation bacause of a past event, it is
probable the Fund will be required to setfle the obligation, and a reliable estimate can be made of the amount of the obligation,
The amaunt recognised as a provislon [s the best estimate of the conslderation requirad to settle the present obligation at
the reporting date, considering the risks and uncertainties surrounding the obligation. If the time value of money is material,
provisions are discounted using a current pre-tax rate specific to the liability, The Increase in the provision tesulting from the
passage of time Is recognised as a financs cost.

10




PMG Direct Office Fund
Notes to the Financial Statements
For the period ended 31 March 2017

Note 1. Significant accounting policies (continued)

“Fair value measurement
When an asset or llability, financia) or non-financlal, is measured at fair value for recognition or disclosure purposes, the fair

value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between matket participants at the measurement date; and assumes that the fransaction will take place sither: in the principal
market; or In the absence of a principal market, in the most advantageous markaet.

Fair value is measured using the agsumptions that market participants would use when pricing the asset or liability, assurning
they act In thelr ecanomic best Interests, For hon-financlal assets, the fair value measurement is based on Its highsst and
best use. Valuation techniques that are appropriate In the circumstances and for which sufficient data are avaijlable to
measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of unobservable

inputs.

Assets and liabliitles measured at falf value are dlassified, into three levels, using a fair value hierarchy that refiects the
slygnificance of the inputs used in making the measurements. Classifications are reviewad at each reporting date and transfers
batween levels are determined based on a reassessment of the lowest level of input that is significant to the fair value

measuremaent.

For recurring and non-recurring falr value measurements, external valuers may be used when internal expertise is either not
avallable or when the valuation Is deemed to be significant. External valuers are selested based on market knowledge and
reputation. Where thers is a significant change in fair value of an asset or liabliity from one petiod to another, an analysis is
undertaken, which Includes a verification of the major Inputs applied in the latest valuation and a comparison, where
applicable, with external sources of data,

Issued units
Units lssued are classified as squity.

Inoremental costs directly attributable to the issue of new units are shown in equity as a deduction, net of tax, from the
proceeds from issue of those units,

Distributions
Distributions are recognised when dedlared during the financlal year and no longer at the discretion of the Fund.

Goods and Services Tax ("GST') and other similar taxes ,
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not

racoverable from the Infand Revenue Department. In this case, it is recognised as part of the cost of the acquisition of the
asset or as part of the expense.

Recelvables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is Included In other receivables or other payables In the statement of

financtal position.

Cash flows are presented on a gross hasis. The GST components of cash flows arising from Investing or financing activities
which are recoverable from, or payable to the tax authority, are presented as operating cash flows,

Commitments and contingendies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.

Insurance costs ‘
Insurance premiums form part of the property operating expenses and are charged to tenants where the lease agreement

allows.

Impalrment of non-financial assets
The Fund assesses impalrment of nor-financlal assets at each reporting date by evaluating conditions spedific to the Fund

and to the asset that may lead ta Impalrment. If an Impairment trigger exists, the recoverable amount of the asset is
determined, This Involves fair value less costs of disposal or value-in-use calculations, which incorporate sevaral key

estimates and assumptions.
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PMG Direct Office Fund
Naotes to the Financlial Statements
For the perlod ended 31 March 2017

Note 1. Signiflcant accounting policies (continued)

Management Fees
The Manager is entitled to a management fee equal to;

0.5% of the cairylng value of the investment property assets In the Fund, based ori the carrying vaiue as at the beginning of
the applicable financial year (l.e. 1 Apiil) and a property management fee equal to 2.00% of the gross annual rental of the
investment properly assets in the Fund. The management fees are paid to the Manager monthly in respect of the property
and funds managemaent services provided by the Manager during the priar month.

Performance Fee
The Manager is entitled to a performance fee equivalent to 20% of the excess performance above the Fund's perfohmance

benchmark (Performance Fee). The aurrent performance banchmark is the average 10-year government bond yield plus 6%.
Performance is measured by the annual capital and incoma returns to Investors at the end of each financial vear against the
performance benchmark. If this performance measurement is a negative return, no performanee fee Is payablg in respect of
that year.

Property Froject Fees

The Manager Is entitled to on acquisition of a new property by the Fund, a fee equal to 1% of the acquisition prica of the
property with a minimum fee of $150,000 per property (Acquisition Fes) (such fees will no longer be payable if the Fund’s
value exceeds $250 million); on disposal of a property held by the Fund, a fee equal to 1% of the sales price for the property
s also payable to the manager if the fund undertakes an investigation Into the acquisition of a new property of disposal of an
existing property in the Fund, a fee (Investigation Fee), on a time and attendance basls, as agreed between the Manager
and Supervisor Is payable, if the Manager is pald an Investigation Fee and the relevant ransaction subsequently proceeds,
an amount equal to the Investigation Fee will be deducted from the Acquisition Fee.

If construction or refurbishment is undertaken on a property held by the Fund, a fee equal to 5% of the development costs is
payable (provided that those development costs excesd $50,000), The Manager Is entitled to recover any costs incutred by
the Manager from any consultants or advisers engaged In relation to property acquisition, disposal, Investigation, construction
or refurbishment subject to those costs being approved by the Supervisor.

Supervisor's Fees

The Supervisor is entiled to an annual base fee, as agreed between the Manager and Supervisor. This must not exceed
0.06% per annum of the Net Asset Valua (NAV) of the Fund (subject to a minimum annual fee of $20,000). Speciaf fees are
payable, In amounts agreed with the Manager, for any services provided by the Supetvisor of an unusual of onerous nature

otitaide of the Supervisor's regular sarvices.

Recovery of Expenses

The Manager and Supervisor are entitled to be relmbursed by the Fund for certain fees and expenses. These include costs
incurred in conhection with this Offer, the acquisition of Properties, the investigation and negotiation of additional properties
for the Fund, the fess and expenses of the fund's auditor, any fees or expenses incurred for ahy engagstent by the
Suparvisor or as required by law, any taxes, dufies, imposts or levies charged to the Manager or Supervisor in connection
with the Fund, the costs of convening and holding Investor meetings, professional setvices fees (legal, accounting, etc)
incurred by the Manager or Supervisor in the discharge of thelr duties under the Master Trust Deed, communication and
postage costs, expenses relating to the Unit registrar, and any other expenses properly and reasonably incurred by the
Manager or Supervisor in connection with carrying out thelr dutles under the Master Trust Deed. ’

Sub-contracted investment and administration services
If the Manager sub-cantracts investment management or administration services, the praviders of those services will be paid

a reasonhable fea on normal commaercial terms, and will be entitled to be reimbursed for any costs, charges or dishursements,
out of the Fund.

Other fees

If the Manager, with the approval of the Supervisor, undertakes any works related to any of the properties In the Fund that
do not fit within any of the obligations contemplated under schedule of the Establishment Deed related to fees, the Manager
is entitled to be paid out of the Fund such faes for those works caleulated on a “ime in attendance” market rate, as agreed

between the Manager and Supstvlsor.
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PMG Direct Office Fund
Naotes to the Finanglal Statements
For the pariod ended 31 March 2017

Note 2. Critleal accounting Judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually avaluates its judgements and estimates in
relation to assels, liabiliies, contingent liabilities, revenue and expenses. Management bases Its judgements, eatimates and
assumptions on historlcal experience and on other various factors, including expectations of future events, that management
believas to be reasonable under the circumstances. The resuiting accounting judgements and estimates will soldom equal
the related actual results, The judgements, estimates and assumptions that have a significant risk of causing a matetial
adjustment to the earrying amounts of assets and Jiabllities within the next financlal year are discussed below.

Fair value measurement hisrarchy

The Fund is required to classify all assets and liabilities, measured at fair value, using a three level hierarchy, based on the
lowest level of input that Is significant to the entire faly value measurement, being: Level 1: Quoted prices (unadjusted) in
active markets for identical assets or liabllities that the entify can access at the measurement date; Level 2: Inputs other than
quoted prices included within Level 1 that are observable for the asset or liability, sither directly or Indirectly; and Level 3:
Unobsatvable inputs for the asset or liability. Considerable judgement is required to determine what is significant o fair value
and therefora which category the asset or liability is placed in can be subjective.

Valuation of the Investment Properties are based on key estimates and judgements. These are made in the choice of Inputs
used In the valuation of the Funds Investment Assets by the external Independent Valuer. Note 8 presents an analysis of

the Key inputs usad [n these valuations.

The fair value of assets and liabilities classified as level 3 is determined using valuation models, Thess include discounted
cash flow analysis or the use of ohservable Inputs that require significant adjustments based on unobservable inputs. Whilst
these may be provided by an Independent third party, they are still inherently subject to significant estimation, judgement
and use of assumptions,

Nota 3, Oparating segments

Identification of reportable operating segments

The Fund consists of only one operating segment; commerclal office property rental, This s based on the internal reports
that are reviewed and used by the Board of Directors of the Manager (who are Identifled as the Chief Operating Decislon
Makers ({GODMY) in assessing performance and In determining the aljocation of resources. There is no aggregation of
operating segments. The CODM reviews EBITDA (earnings before interest, tax, depreciation and amortisation). The
accounting policles adopted for internal reparting to the CODM ate consistant with those adopted in the financial statements.

The Information repotted to the GODM s on at least a monthly basis

Types of products and services
The principal products and services of the only operating segment are the provision of commercial office propsrties for rant

across the Upper North Island of New Zealand.

Major customers
During the period ended 31 Mareh 2017 no customers individually generated greater than 10% of ravenue for the Fund.,

Key metrics
As there Is only one operating segment, all figures throughout the financial statements are applicahle to the only operating

segment,

Geographical location of non-ourrent assets
All non-current assets are located within the Upper North lsland of New Zealand.

Note 4. Revenue

2017
$
Sales revente
Rent from investment properties 1,075,517
257,417

Operating expenses recoveries
1,332,034

13




PMG Direct Office Fund
Notes to the Financial Statements
For the perlod ended 31 March 2017

Note 5. Specific expenses

Net profit before tax includes the following specific expenses:

Property operating expenses
Expensses onh investment propetty that generated rental income

Administrative
Auditors remuneration

- Audit of the Fund's financial statements
Net finance expenses

Interest and finance charges paid/payable
Interest revenue

Note 8, Cash and cash equivalents

Cash at bank — ASB Bank Limited

2017

326,115

22,000

245,789

(1,725)
244,064

2017
$

145,260

145,260

All cash and cash equivalents are held with ASB Bank, a financial institution counterparty, who are rated AA-, based on

rating agency Standard and Poors.

Note 7. Trade and other receivables

Trade receivables

GST receivable
Interest recsivable

Impairment of receivables

2017
$

18,526
18,526

87,413

105,939

The Fund has recognised no amount in profit or loss in respect of impairment of receivables for the period ended 31 March

2017,

Past due but not impaired

There are no customers with balances past due but without provision for Impairment of receivables as at 31 March 2017,

The Fund did not consider a credit risk on the aggregate balances after reviewing the credit terms of custorners based on

recent collection practices.




PMG Direct Office Fund
Notes to the financial sfaterments
For the period ended 31 March 2017

Note 8. Other current assets

2017
$
Acorued revenue -
Prepayments 11,013
Deferred expenses -
11,013
Note 9. Investment propertles
2017
$
Investment properties - at independent valuation 47,825,000
Reconciliation
Recondlliation of the falr values at the beginning and end of the current financial year are set
out below:
Opening fair value -
Acquisition of investment property at cost 45,660,000
Capital additions to investment property at cost 283,877
1,981,323

Revaluation increments
Revaluation decrements

Clasing fair value 47,825,000

Acquisition of investment propetties
During the period the Fund purchased eight investment properties. Thelr purchase cost was equivalent to thelr falr valtie at

that time.

Valuations of investment properties
The basis of the valuation of investment properties Is fair value, being the amounts for which the properties could be

exchanged betwsen willing parties In an arm's length transaction, based on current prices in an active market for similar
properties In the same location and condition, subject to similar leases and takes into conslderation occupancy rates and
returns on investment. The investment properties are revalued annually based on independent assessments by a member

of the Property [nstitute of New Zealand.

Valuation to market value is performed based on a varlety of complementary approaches, including the income approach
(direct capitalisation), the cost approach, and discounted cash flow approach, sstablishing value based on potential highest
and best use of the praperties, This considers recent sales eviderce, market rental analysis and contract rental analysls,
amongst other matters, A summary of the fair value of each Investment property is provided further in this note.
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Notes to the Financial Statements

For the period ended 31 March 2017

Note 9. [nvestment Propertles {continued)

Summary of investment propetiies held at 31 March 2017;

Proparty Cost at Capital cost | Fair valuation Fair value at 31
acquisition | during period movement Mareh 2017
52 Lovegrove Crascent, Otara, Auckland 3,950,000 9,500 15,500 3,875,000
5 Shott Street, Newmarket, Auckland 14,200,000 72,471 877,829 15,150,000
2 Robaert Street, Ellarslie, Auckland 8,850,000 8,299 41,701 8,900,000
22 Amersham Way, Manukau, Auckland 7,300,000 188,812 11,188 7,500,000
143 Durham Street, Tauranga 4,850,000 960 324,040 5,175,000
127 Durham Street, Tauranga 2,340,000 3,685 306,315 2,660,000
117 Willow Street, Tauranga 2,400,000 » 250 344,750 2,750,000
1214 Ranolf Strest, Rotorua 1,670,000 0 565,000 1,725,000
Total 45,580,000 283,677 1,881,323 47,825,000

Key valuation considerations:

Property Valuer Net market | Yield on net Residual

income $ | market Income | lease term
52 Lovegrove Crescent, Otara, Auckland | Aim Valuation Limited 333,000 8.4% 5.3 vears
& Short Street, Newmarkst, Auckland Alm Valuation Limlted 1,010,000 7.9% 2.8 years
2 Robert Strest, Ellerslie, Auckland Aim Valuation Limited 744,000 8.4% 2.9 vears
22 Amersham Way, Manukau, Auckland | Aim Valuation Limited 830,000 8.4% 1.2 years
143 Durham Streef, Tauranga Telfer Young (TGA) Lid 395,794 77% 2.0 years
127 Durham Sfreet, Tauranga Telfer Young (TGA) Lid 189,147 7.1% 0.1 vears
117 Willow Street, Tauranga Telfer Young (TGA) Lid 244,721 8.9% 1.5 years
1214 Ranolf Street, Rotorua Telfer Young (Rotorua) Ltd 131,000 7.6% 2.0 years

Fair value measurement

Fair value hierarchy
The fallowing tables detail the Fund's assets and labllities, measured or disclosed at fair value, using a three-level hierarchy,
based on the lowsst level of input that is significant to the entire fair value measurement, being:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the entlty can access at the

measurement date
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or

indirectly
Level 3: Unobservable inputs for the asset or liability

Investment properties are the only assets carried at fair value, and they are insluded within fevel 3 of the fair value
hierarchy, They have a carrying valus of $47,825,000,

Derivative financial instruments are the only liabllities carried at fair value, and they are included within laveal 2 of the fair
value hierarchy. They have a carrying valua of $59,088.

There were no transfers between levels during the financial period.

The carrying amounts of trade and other receivables, frade and other payables and distributions payable are assumed fo
approximate thelir fair values due to their shortterm nature.

The fair value of finandial liabilities is estimated by discounting the remaining contractual maturitles at the current market
interest rate that s avallable for similar financial liabllities.

Valuation techniques for fair value measurements categorised within level 2 and level 3

Investment properties have been valued based on similar assets, location and market conditions. The valuation techniques
per note 9 rely on signfficant Inputs such as market rental yield, rental growth rates, vacancy rates, market capltalisation

rates and dlscount rates. %@\? WA
<,
£N
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PMG Direct Gifice Fund
Notes to the Financial Statements
For the period ended 31 March 2017

Note 9. Investment Propertles {continued)

Generally, a change In the market capitalisation rate Is accompanled by a directionally similar change in the discount rate. ‘
The adopted market capitalisation rate forms part of the divect capitalisation approach and the discount rate forms part of the
discountsd cash flow approach. Both valuation methadologies are considered when determlning fair value of investment

property.

When performing the direct capltallsation approach, the matket rental has a strong interrelationship with the market
capitalisation rate given the methodology involves assessing the tofal matrket rental income recelvable from the property and
capitallsing this In perpetuity to derive a eapital value. In theory, an increase in the matket rent and an fncrease in the markst
capitalisalion rate could potentially offset the Impact to fair value. The same can be sald for a decrease In the markst rent
and a decrease In the adopted market capitalisation rate. A directionally opposite change In the market rent and the adopted
market capitalisation rate could patentially magnify the impact on falr value.

When performing a discounted cash flow valuation, the discount rate and terminal yield (a factor of market yield and growth
rate) have a strong interrelationship in derlving falr value given the disoount rate will determine the rate at which the terminal
valus is discounted to present value. In theory, an increase in the adopted discount rate and a decrease in the terminal yield
could potentially offset the impact to fair value, The same can be said for a decreass in the discount rate and an inoreasa in
the terminal yleld. A directionally simifar changs in the discount rate and the terminal yleld could potentially rnagnify the

Impact on fair value,

Leval 3 assets and fiabilities

Movements in level 3 assete and liabilities during the curcent and previous financial year are set out below:
[nvestment
properties

Additions 45,848,677
Gains recognised In profit or loss . 1,881,323

Ralance at 31 March 2017 47,825,000

The key level 3 unobsetvable Inputs and the valuation sensitivity is as follows:

Range {weighted
Rescription Unobservable Inputs average)
lnvestment properties Rental yleld 7.6% 10 8.0% (B.8%)
Rantal growth 1.26% to 1.75% (1.50%)
Marlet capitalisation rate  6:5% to 8.5% (7.5%)
Discount rate 7.0% 109.5% (B.25%)

Sensitivity Analysls
At 31 March it Is estimated a general decrease in the value of the Investment properties of 1% would have decreased the

Groups profit before income tax by $478,250.

Note 10, Trade and other payable§

2017
§
Trade payables 168,521
PIE Tax payable 37,212
206,738

Refer to note 16 for further Information on financial instruments.
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Note 11. Derivative financial instruments
2017

$
Interest rate swaps — ASB Bank Limited 59,086

The Fund entered into two interest rate swap agreemsnts with the ASB Bank on 14 December 2016. The Fund is a fixed
rate payer under the terms of these agreements, Specific details are as follows:

Notional Flxed Fair value
Detalls Maturity date value interest rate $
Interest rate swap 1 14 December 2018 4,000,000 2.4900% (14,857)
Interest rate swap 2 18 December 2019 8,000,000 2.7175% - (44,229)

12,000,000 (69,086)

Payments are made monthly in accordance with the terms of the swap agreements. There is no difference between the fair
value and the amounts the Fund is contractually requited to pay at maturity.

Refer to note 16 for further information on financial Instruments.

Note 12, Other current liabilities
2017

$

Accrued expenses 152,415
Income recelved in advance -

152,415

Note 13. Borrowings
2017

$
Bank loans 18,542,402

_.18542,402
Refer to note 16 for further information on financial instruments

Assets pledged as security
The bank loans are secured by first ranking mortgages over the Fund's investment propertles.

Financing arrangements
Unrestricted access was avallable at the reporting date to the following lines of credit;

2017

Total facilities
Bank overdraft -
Bank loans 21,665,000
21,665,000

Used at the reporting date

Bank overdraft - s
Bank loans 18,542,402 \\K\.Q W 4%
18,642402 /%
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Notes to the Financial Statements
For the period ended 31 March 2017

Note 14. Issued units

2017 2017

Units $
Units - fully paid 28,000,000 28,000,000
Movements jn Issued units
Details Date No of units  Issue price $
Issue of units 7 Decamber 2016 28,000,000 $1.00 28,000,000
Unit issus transaction costs, net of tax 7 Decamber 2016 - $0.00 (911,011)
Balance 31 March 2017 28,000,000 27,088,989
Units

Unlts entitle the Investor to participate in distdbutions and the proceeds on the winding up of the Fund in proportion to the
number of and amounts pald on the units held. The fully paid units have no par value and the Fund’s limit on the number of

authorisaed untts on issue Is currently beihg met,

On a show of hands every Investor present at a meeting in person or by proxy shall have one vote and upoen a poll each
share shall have ona vota,

Unit buiy-hack
There is no current on-market unit buy-back.

Capital risk management
Tha Fund's objectives when managing capital (Total Equity) is to safeguard ifs ability to confinue as a going concern, so that

it can provide returns for investors and benefits for other stakehalders and to maintain an optimum capltal structure to reduce
the cost of capital.

To maintain or adjust the capital strusture, the Fund may adjust the amount of distributions paid to Investors, return capital
to Investors, issue new units or sell assets to reduce debt.

The Fund would Took ta raise capital when an opportunity to invest in further investment property was value adding relative
to the Fund's financial position and performanne at the time of raising capital. The Fund is hot actively pursuing additianal
investrments in the short term as It continues to focus on maximising Its returns from its existing property portfollo.

The Fund is subject to certain covenants and meeting these Is given priority in all capital Hsk management decisions. There
have besn no events of default on the financing arrangements during the financial year,

Note 15, Distributions

Distributions
Distributions paid and payable during the financlal year were as follows:
2017
$

Distribution paid for period ended 31 December 2016 31.89 cents per unlt 89,570
Distribution pald for petiad ended 31 January 2017 58.34 cents per unit 163,333
Distriibution pald for period ended 28 February 2017 58,34 cents per unit 163,333
Distribution payable for period ended 31 March 2017 £8.34 cents per unit 163,333

579,569

On 31 March 2017 the directars of the Manager declared a final distribution for the period ended 31 March 2017 of 58.34
cents par unit which was pald an 25 April 2017, a total distiibution of $163,338 basad on the number of units on fssue as at
31 March 2017. As the Fund is a PIE, incorme tax will be deducted from this distribution per unit by the Fund at sach Investors’

respectiva Prescribed Investor Rate, 6\\? H 07%
o 5
o x
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Notes to the financial statements
For the period ended 31 March 2017

PIE tax deducted at source

During the financial parlod, the Fund deducted $60,945 from distributions made to Investors. $37,212 remains payable at
31 March 2017 and is shown on the statement of financial position.

Note 16, Financial instruments

Financial risk management objectives

The Fund's activities expose it to a variety of financial risks: market rigk (including price risk and interest rate risk), credit risk
and liquidity risk. The Fund's overall risk management program focuses on the unpredictabllity of financlal markets and seeks
to minimise potential adverse effects on the financial performance of the Fund. The Fund uses derivative financial instruments
such as Interest rate swaps to hedge certain risk exposures. Derlvatives are exclusively used for hedging purposes, L.e. not
as frading or other speculative instruments. The Fund does not apply Hedge accounting principles In relation to their Interast

Rate swap,

The Fund uses different methods to measure different types of risk to which it is exposed. These methods include sensitivity
analysis in the case of interest rate and ather price risks, agelng analysls for credit risk and a combination of occupancy and
vield analysis in respect of investment portfolias to determine matket risk.

Risk management Is cartied out by senior executives (Executives’) under policies approved by the Supervisor (the Board?).
These policies include identification and analysis of the risk exposure of the Fund and appropriate procedures, controls and
risk limits. Executives identify, evaluate and hadge financlal risks within the Fund, and they report to the Board monthly.

Market risk

Prige Hisk

The Fund's main price risk arises from its investment property, Buildings that are not fully occupied, or are not appropriately
positioned In the market, expose the Fund to price risk and fair value risk, The Fund'’s polloy ls to maintain a strategle
refurbishment and leasing plan that Is conservative and’ achlevable, through utilisation of In-house spedialist property
management experience to enable value-add repositioning opportunities capable of Increasing rental income across the
Fund's property portfolio. All the Fund’s properties are assessed at least annually against several key metrics to determine
whether property should be sold or remain in the Fund, The sensitivities of key price inputs are disclosed in Note 9.

Interest rate risk
The Fund’s maln interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the Fund to

Interest rate risk. The policy is to hedge this risk by maintaining interest rate swap agreements with a combination of
maturities.

The Fund's bank loans outstanding, totalling $18,542,402, are interest-only payment loans. Monthly cash olflays of
approximately $65,000 per month are required to service the interest payments. An official increasefdecrease in interest
rates of 100 basts points would have an adverse/favourable effect on profit before tax of $59,086 per annum,

Credit risk

Cradit risk refers to the risk that a counterparty will default on Its confractual obligations resulting in financial loss to the Fund,
The Fund has a strict code of credit, including obtaining agency credit information, confirming references and setting
appropriate credit limits. The maximum exposure to credit isk at the reporting date to recognised financial assets is the
catrying amount, net of any provistons for impairmant of those assets, as disclosed in the statement of finandial position and
notes to the financlal statements, The Fund does not hold any collateral,

Gredit risk in respect of derlvative financlal Instruments i accounted for in the fair valuation of those instruments, The
impact of credit risk on the valuation of the derlvative financial Instruments held by the Fund is however considered to be
Immaterial and thus changes in fair value atiributable to changes in credit risk of counter parties (or the Fund) are not
separately disslosed.

Liquidily risk
Vigilant liquidity tisk management requires the Fund to malntaln sufficient lliguld assets (malnly cash and cash equivalents)
and avallable horrowing facilitles ta be able to pay debts as and when they become due and payable. m‘ 1@)‘
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PMG Direct Office Fund
Notes to the financlal staternetits
For the period ended 31 March 2017

Note 16. Financia! instriments {continued)

Thie Fund manages liquidity risk by malntaining adequate cash reserves and available borrowing facilities by continuously
monitoring actual and forecast cash flows and matching the maturity profiles of financial assets and liabilities.,

Financing atrangementis
Unused barrowing facilities at the reporting date;

2017
$
Bank overdraft -
Bank loans 3,122,698
3,122,598

The bank loan facillties may be drawn at any time and may be terminated by the bank without notice. Sublect to the
continuance of satisfactory credit ratings, the bank loan facilities may be drawn at any time and have an average maturlty on

a rolling 3 year facility.

Remalning contractual maturllies
The following tables detall the Fund's remaining contractual maturity for its financlal instrument liabllifies, The tables have

baen drawn up hased onh the undiscounted cash flows of flnancial liabilities based on the earliest date on which the financial
liabilitles are required to be paid. The tables include both interest and principal cash flows disclosed as remaining contraotual
maturities and therefore these totals may diffet from thelr catrying amount in the statement of financlal position.

Weighted
average Belween 14 Between 2
interest rate 1 yearoriess and 2years and 5years OverSyears Total
2017 % $ $ $ $ B
Non-derivatlves
Non-inferast bearing
Trade payables % 168,621 - - - 168,521
Other payablas % 152,415 - ~ - 152,415
Distributions payable % 163,333 - - - 163,333
PIE Tax Payabls ~% 37,212 37,212
Interest-bearing - floating rate
Bank loans 4.05% 750,951 750,951 19,105,218 - 20,607,115
Total non-derivatives 1,273,308 750,951 19,105,213 - 24,129472
Derivatives
Interast Rate Swaps 4.63-4.86% 90,200 87,500 49,650 . 207,500
Total derivatives 40,200 87,500 49,650 ' - 207,500

The cash flows in the maturity analysis above are hot expected to cocur significantly earlier than contractually disclosed
above,

The 30 day BKBM spot rate as at 31 March 2017 has been used to forecast the floating rate cashflows on the loans and
swaps.

Ih managing interest rate risks the Fund aims to reduce the impact of short term fluctuations on the Funds earnings. Over
the longer term permanent ohanges in the interest rates will have an impact on profit.

At 31 March It Is estimated that a genetal increase of 1% in interest rates would have decreased the Funds profit before
ihcome tax of $65,424. This was calculated by reference to an increase to the floating rate on the loans that do not have

derivatives in place.

Fair value of financial instruments
Unless otherwise stated, the carrying amounts of financial Instruments reflect their fair value.
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Notes to the financial statements
For the period ended 31 March 2017
Note 17. Contingent liabilities

There are no contingent Habillities to disclose in the financial statements.

Note 18. Commitments

2017
$
Capital commitments
Commifted at the reporting date but not recognised as liabilities;
Investment praperties 80,062

Commitments to capital expenditure on investment propetties relate to fit out commitments of two tenancies in the Newpark
property.

Note 19. Related party transactions

The Fund’s related parties consist of the Manager, the Supsrvisor, and members of key management personnel of the
Manager and the Supervisor.

Transactions with related parfies
The fallowing fransactions vcclrred with related parties;

2017
$

Payment for goods and services;
Payment of Property Fund and management fees to the Manager 93,344
Payment of Project Management fees to the Manager 21,626
Payment of Performance fees to the Manager 89,182
Payment of Supetvisor fees to the Supervisor 5,924
Income was received by the Fund for
Rent paid by the Manager for office in 5 Short Street, Newmarket 4,486
Investments in the Fund:
Issuance of units to Denls MeMahon Family Trust (Manager-related entity, Denis McMahon,
is a Director of the Manager) 200,000
Distribution mada to Denis McMahon Family Trust 4,140

Recelvable from and payable to rejated parties
The following balances are outstanding at the reporting date in relation to transactions with related parties:

2017
$
Current payables:
Trade payables to the Manager 120,549
Trade payables to the Supervisor 5,000
Distribution payable to Denls McMahon Family Trust 1,167

Loans to/from related parties
There were no loans to or from relatad parties at the curtent reporting date.

Terms and conditlons
All transactions were made on normal cammerdlal tarms and conditions and at market rates.




PMG Direct Office Fund
Notes fo the financial statements
For the period ended 31 March 2017

Note 20. Events after the reporting period

No matter or circumstance has atisen since 31 March 2017 that has significantly affected, or may significantly affect the
Fund's operatlons, the results of those operations, or the Fund’s state of affairs in future financial years.

Note 21. Reconciliation of profit after income tax to net cash from operating activitles

2017
$
Profit after income tax expense for the year 2,464,823
Adjustments for:
Net fair value movement on investment properties (1,981,323)
Net falr value movement on derivative financial ihstruments 59,086
Change in operating assets and liabilities:
Increase In trade and other receivables (105,939)
Increase In other current assets (11,013)
Increass in trade and other payables 205,733
162,415

Increase in other current liahilities

Net cash inflow/(outflow) from operating activities 773,782

Note 22. Comparison 1o prospective financial statements

A comparison to the prospective finandial statements, as issued In the Product Disclosure Statement (PDS) Issued 1
November 2016, has been provided below. The key differences between actuals and the product disclosure statement are

noted below.
Statement of Financial Position and Changes in Equity

s The PDS did not include fair valuation of investment property.

o Capltal expenditure was less than budgeted due to a number of reasons including capital expenditure being
deferred to 2018 year and Securing tenants without having to spend budgeted tenancy fit out.

o The minimum Raise of $28m units was allotted, the PDS was budgeted at maximurm Raise of $29m

= The distribution was reduced due to setlement of the properties 7 days later than budgeted.

Statement of Profit or Loss and Other Comprehensive Income

s Property Managers Limited is entitled to a performance fee based on performance of the Fund. The Prospective

Financial Statements had no performance fea payable in them.
» The properties were settled on 14" December 2016 and the Prospective Financial Statements were based on a

settlement of 7 Dacember 2016.

Statement of Cash Flows

s Reduced capital expenditure
« Closaed based on minimum Ralse (PDS was on maximum Raise)
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PMG Direct Office Fund
Notes to the financial statements
For the period ended 31 March 2017

Note 22. Comparison to prospective financlal statements continued

3 months
Note Actual Prospective Variation
$
Assets
Current assets
Gash and cash equivalents 6 145,260 158,878 (13,618)
Trade and other receivables 7 105,938 56,445 49,404
Other current assets 8 11,013 - 11,013
Total current assets 262,212 215,323 46,889
Non-current assets
Investment propetrties 9 47,825,000 47,515,000 310,000
Total non-current assets 47,825,000 47,515,000 310,000
Total assets 48,087,212 47,730,323 356,889
Liabilities
Current liabilities
Trade and other payables 10 168,521 155,171 13,350
PIE Tax Payable 10 37,212 - 37,212
Derivative financial instruments 11 59,086 - 59,086
Distributions payable 15 163,333 169,167 (5,834)
Other current liabilitiss 12 152,415 32,047 120,368
Total current liabilities 580,567 356,385 224,182
Non-current liabilities
Borrowings 13 18,542,402 19,300,000  ({757,598)
Total non-current liabilities 18,542,402 19,300,000  (757,598)
Total liabilities 19,122,969 19,656,385  (533,415)
Net assets 28,964,243 28,073,938 890,305
Equity
Issued units 14 27,088,989 28,070,000  (981,011)
Retained earnings 1,875,254 3,938 1,871,316

Total equity 28,964,243 28,073,938
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For the period ended 31 March 2017

Note 22. Comparison to prospective financial statements continued

Statement of Profit or Loss and Other Comprehensive Income

3 months
Actual Prospective Variation
Note $

Revenue 4 1,332,934 1,327,788 5,148
Expenses
Property operating expenses 5 326,115 282,566 43,548
Property and Fund management fees 96,344 99,697 (8,353)
Property and Fund Management performance fee 89,182 - 89,182
Supervisor fees 5,924 9,142 (3,218)
Administrative 5 38,719 31,000 7.718
Operating profit 776,650 905,381 (128,731)
Net Finance expenses 5 244,084 262,974  (18,910)
Net fair value gaih on investment praperties 1,981,323 - 1,081,323
Fair value movemant on derivative financia
instruments (59,086) - (B9,086)
Net profit 2,454,823 642,407 1,812,416
Othar Comprehensive Income - - s

2,454,823 642,407 1,812,416

Total comprehensive income

25




PMG Direct Office Fund
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Note 22, Gomparison to prospective financial statements continued

Statement of Cash Flows

Cash flows from operating activitles
Cash was providad from:

Receipts from customers

Interest income

Cash was applied to:

Payments to suppliers

Interest and other finance costs pald
GST paid

Net cash inflow/(outflow) from operating activities

Cash flows from Investing activities

Gash was applied to:

Payment far purchase of Investment properties

Payments for capital expenditure on Investment praperties

Net cash inflow/(outflow) from investing activities
Cash flows from financing activities

Gash was provided from:

Proceeds from Issue of units

Proceeds from borrowlngs

Cash was applied to;

Unit Issue transaction costs

Distributions to investors

Net cash inflow/(outflow) fram financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the financlal
period

Cash and cash squivalents at the end of the financlal petiod
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2017 Prospective Variation
$ $ $
1,316,824 1,278,703 38,121
1,725 - 1,725
(245,789) (103,051) (142,738)
(254,427) (262,973) 8,546
(44,551) - (44,551)
773,782 512,679 138,897
{45,560,000) (45,560,000) -
(283,677) (1,955,000) 1,671,323
(45,843,877) {47,5615,000) 1,671,323
28,000,000 29,000,000 (1,000,000)
18,542,402 19,300,000 (757,598)
(911,011) (1,069,500) 158,489
(416,2386) {469,301) 53,085
45,215,155 46,761,199 (1,546,044)
145,260 158,878 (13,618)
145,260 158,878 (13,618)
WO
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PMG Direct Office Fund

Independent Auditor’s Report to the Investors of PMG Direct Office Fund
Opinion

We have audited the financial statements of PMG Direct Office Fund (the Fund) on pages 3 to 26, which
comprise the statement of financial position as at 31 March 2017, and the statement of profit or loss and
other comprehensive income, statement of changes in equity and statement of cash flows for the period then
ended, and notes to the financlal statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as at 31 March 2017, and its financial performance and its cash flows for the year then
ended in accordance with New Zealand equivalents to international Financial Reporting Standards (NZ

IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ)).
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Stafements section of our reporl. We are independent of the Fund in accordance with
Professional and Ethical Standard 1 (Revised) Code of Ethics for Assurance Practitioners issued by the New
Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfiled our other
ethical responsibilities in accordance with these requirements and the IESBA Code, We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinjon.

Other than in our capacity as auditor we have no relationship with, or interests in, the PMG Direct Office
Fund.,

Other Information

The directors are responsible for the other information. The other information comprises the Chairman’s
Report which is expacted to be made available to us after the date of the audit report.

Our opinion on the financial statements does not cover the other information and we do not express any form
of audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated.

Crowe Horwath New Zealand Audit Partnership Is @ member of Growe Horwath Infernational, a Swiss verein, Each member of Growe Horwath Is a
separate and independent legal entity.
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If, based on the work we have performed on the other information that we obtained prior to the date of this
auditors report, we conclude that there is a material misstatement of this other information, we are required
to report that fact, We have nothing to report in this regard.

Directors’ Responsibilities for the Financial Statements

The directors are responsible on behalf of the entity for the preparation and fair presentation of the financial
statements in accordance with NZ IFRS, and for such internal control as the directors determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due ta
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Fund's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Fund or to cease operations, or
have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's repott that includes
our opinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with I1SAs (NZ) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with 1SAs (NZ), we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

» ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resuiting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal gontrol,

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund’s internal control.

s Evaluate the appropriateness of accounting policies used and the reasonableness of acecounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of the use of the going concern basis of accounting by the directors
and, hased on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Fund to cease to continue as a going concern,

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify

during the audit.

We also provide the directors with a statement that the we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that are of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We
describe these matters in our report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.
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Crowe Horwath New Zealand Audit Partnership
CHARTERED ACCOUNTANTS

Paolo Caccioppoli
Partner
Dated Wellington this 30 day of June 2017




