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PMG Direct Childcare Fund 

Notes to the Financial Statements 
For the year ended 31 March 2024 

11. Investment property (continued)

c) Fair value measurement continued

Investment properties are the only assets carried at fair value, and they are included within level 3 of the fair 
value hierarchy. They have a carrying value of $54,847,365 at 31 March 2024 (2023: $50,354,988). 

Valuation techniques for fair value measurements categorised within level 3 
Investment properties have been valued based on similar assets, location and market conditions. The 
valuation techniques in note 11 rely on significant inputs such as market rental yield, rental growth rates, 
vacancy rates, market capitalisation rates and discount rates. 

Generally, a change in the market capitalisation rate is accompanied by a directionally similar change in the 
discount rate. The adopted market capitalisation rate forms part of the direct capitalisation approach and the 
discount rate forms part of the discounted cash flow approach. Both valuation methodologies are considered 
when determining fair value of investment property. 

When performing the direct capitalisation approach, the market rental has a strong interrelationship with the 
market capitalisation rate given the methodology involves assessing the total market rental income 
receivable from the property and capitalising this in perpetuity to derive a capital value. In theory, an increase 
in the market rent and an increase in the market capitalisation rate could potentially offset the impact to fair 
value. The same can be said for a decrease in the market 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 potentially magnify the impact on fair 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 deriving fair value given the discount rate will 
determine the rate at which the terminal value 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 decrease in the discount rate and an increase in the terminal yield. A directionally 
similar change in the discount rate and the terminal yield could potentially magnify the impact on fair value. 

The Properties were each valued by Jones Lang LaSalle Valuation & Advisory Services. They used the 
Income Capitalisation Approach and the Discounted Cash Flow Approach. Valuation details for each 
Investment Property and key level 3 unobservable inputs and the valuation sensitivity for each are set out 
below: 

Valuation Capitalisation Terminal Discount Growth 

Ranges Rate Yield Rate Forecast (cpi) 

145 Hibiscus Coast Highway $4,800,000 to $4,900,000 6.00% 6.13% 7.25% 2.15% 
14 Learners Road $5,650,000 to $5,660,000 6.70% 6.95% 8.75% 2.18% 
173 Bill Richardson Dri.e $3,000,000 to $3,000,000 7.00% 7.25% 8.50% 2.18% 
25 Spitfire Dri.e $3,720,000 to $3,890,000 6.50% 6.75% 7.50% 2.25% 
58 Ormiston Road I $7,900,000 to $8,000,000 7.00% 7.25% 8.00% 2.15% 
17 Catherine McLean $3,700,000 to $3,700,000 6.50% 6.75%1 8.25% 2.12% 
130 Pinecrest Dri.e $4,800,000 to $5,000,000 6.50% 6.75% 8.00% 2.15% 
6-8 Merfield Road $5,900,000 to $6,000,000 6.25% 6.50% 7.50% 2.15% 
70 Ward Street $4,510,000 to $4,860,000 6.00% 6.25% 1 7.25% 2.25% 
30 Tuhikaramea $6,400,000 to $6,400,000 7.00% 7.25%, 8.00%1 2.22% 
15 Castlepoint Dri.e $4,700,000 to $5,000,000 6.625% 6.875% I 8.00%' 2.15% 
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PMG Direct Childcare Fund 

Notes to the Financial Statements 
For the year ended 31 March 2024 

14. Comparison to Prospective Financial Statements

A comparison to the prospective financial statements, as issued in the Product Disclosure Statement dated 
26 October 2022 has been provided in the financial statements on Pages 3-6. The key differences in the 
Statement of Comprehensive Income are that the rental income is less than forecast due to changes in 
tenants given Rainbow Corner Childcare went into receivership in March 2023. There has also been an 
increase in finance costs due to interest rates rising and an increase in property operating expenses due to 
having an additional property in the 2024 year. There was a decrease in administration costs due to less 
legal expenses and valuation expenses in the year than forecasted. The decrease in fair value of 
investment property was more than allowed for in the forecast, as no allowance was made due to this being 
based on market valuations, which could not be projected. The key differences in the Statement of Financial 
Position are the Investment Property is higher than projected due to lower valuations than forecast in the 
2023 year on the existing properties and another property (15 Castlepoint Drive) was purchased during this 
year and the borrowings are more than projected due to less units being issued in the 2023 year than 
projected and the purchase of another property in this financial year that was not projected. 

15. Reconciliation of operating results and operating cashflows

2024 2023 

Total net profiU (loss) 
Adjustments for: 

Changes in fair value of investment property 
Loss on disposal of investment property 
Changes in fair value of derivative financial instruments 

Changes due to assets and liabilities used in operating activities 
Trade Payables/Accruals 
Prepayments 
Accounts Receivable 
Lease Inducements 
Income in Advance 
Net cash from/ (used in) operating activities 

16. Capital Commitments

The Fund has no capital commitments at balance date. 

17. Contingent Liabilities

The Fund has no material contingent liabilities at balance date. 

18. Subsequent Events

$ $ 

1,154,131 (3,228,043) 

(549,024) (4,999,384) 
(170,098) 

(238,389) (47,635) 
1,941,544 1,989,074 

(206,769) (53,883) 
(12,434) (24,119) 

13,491 70,090 
(282,623) 68,230 

9,217 (54,093) 
1,462,426 1,995,299 

Subsequent to Balance Date the distribution payable to the Investors from 1 April 2024 was increased by 
0.25 cents per unit to 4.75 cents per unit. 

Page 19 

8 



© 2024 KPMG, a New Zealand Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited 
by guarantee. All rights reserved. 

Independent Auditor’s Report 
To the Investors of PMG Direct Childcare Fund 

Report on the audit of the financial statements 

Opinion 
In our opinion, the financial statements of PMG 
Direct Childcare Fund (the ’Fund’) on pages 3 to 19 
present fairly, in all material respects: 

i. the Fund’s financial position as at 31 March
2024 and its financial performance and cash
flows for the year period ended on that date;

in accordance with New Zealand Equivalents to 
International Financial Reporting Standards and 
International Financial Reporting Standards issued 
by the International Accounting Standards Board. 

We have audited the accompanying financial 
statements which comprise: 

— the statement of financial position as at 31
March 2024; 

— the statements of comprehensive income,
changes in equity and cash flows for the year 
period then ended; and 

— notes, including a summary of significant
accounting policies. 

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (‘ISAs (NZ)’). We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

We are independent of the Fund in accordance with Professional and Ethical Standard 1 International Code of 
Ethics for Assurance Practitioners (Including International Independence Standards) (New Zealand) issued by the 
New Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for 
Accountants’ International Code of Ethics for Professional Accountants (including International Independence 
Standards) (‘IESBA Code’), and we have fulfilled our other ethical responsibilities in accordance with these 
requirements and the IESBA Code.  

Our responsibilities under ISAs (NZ) are further described in the Auditor’s responsibilities for the audit of the 
financial statements section of our report. 

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

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the financial statements in the current period. We summarise below those matters and our key audit procedures 
to address those matters in order that the Investors as a body may better understand the process by which we 
arrived at our audit opinion. Our procedures were undertaken in the context of and solely for the purpose of our 
statutory audit opinion on the financial statements as a whole and we do not express discrete opinions on separate 
elements of the financial statements 
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The key audit matter How the matter was addressed in our audit 
Valuation of Investment Property 

As disclosed in note 11 of the financial 
statements, the Fund’s Investment 
Property valued at $54.8m represents 
the majority of the assets held by the 
Fund as at 31 March 2024. 

The valuation of Investment Property 
is considered a key audit matter due 
to the judgement involved in the 
assessment of the fair value of this 
asset category by the Manager of the 
Fund. The judgement relates to the 
various valuation methodologies used 
and the assumptions found within 
each of those methodologies.  

The assumptions that have the 
largest impact on the valuations are:  

⎯ Capitalisation rate; 

⎯ Discount rate; and  

⎯ Terminal yield;  

Our audit procedures included: 

— Assessing the competence, objectivity, and independence of the
external experts used by the Manager, including the assessment of 
their professional qualifications and experience;  

— Assessing whether the valuation methodologies used to fair value
the Investment Property were appropriate; 

— Agreeing observable inputs used in the Investment Property
valuations to supporting documentation; 

— Assessing whether the key assumptions and inputs used in the
valuation models were reasonable. This included the comparison of 
terminal yields, capitalisation rates, and discount rates to market 
benchmarks; 

— Assessing whether changes in assumptions (where applicable)
were in line with expectation; and 

— Considering whether the cash flows had been adjusted for
anticipated rental abatements and reduced rental growth where 
applicable. 

We had no matters to report as a result of our procedures. 

Other information
The Manager, on behalf of the Fund, are responsible for the other information included in the entity’s financial 
statements. Our opinion on the financial statements does not cover any other information and we do not express 
any form of 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 materially misstated. If, based on the work we have 
performed, 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.  

Use of this independent auditor’s report
This independent auditor’s report is made solely to the Investors as a body. Our audit work has been undertaken 
so that we might state to the Investors those matters we are required to state to them in the independent auditor’s 
report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility 
to anyone other than the Investors as a body for our audit work, this independent auditor’s report, or any of the 
opinions we have formed.   
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Responsibilities of the Manager for the financial 

statements
The Manager, on behalf of the Fund, are responsible for: 

— the preparation and fair presentation of the financial statements in accordance with generally accepted
accounting practice in New Zealand (being New Zealand Equivalents to International Financial Reporting 
Standards) and International Financial Reporting Standards issued by the New Zealand Accounting Standards 
Board; 

— implementing necessary internal control to enable the preparation of a set of financial statements that is free
from material misstatement, whether due to fraud or error; and 

— assessing the ability to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to 
cease operations or have no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the financial 

statements 
Our objective is: 

— 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 independent auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance 
with ISAs NZ will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error. They 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. 

A further description of our responsibilities for the audit of these financial statements is located at the External 
Reporting Board (XRB) website at: 

http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-2/ 

This description forms part of our independent auditor’s report. 

The engagement partner on the audit resulting in this independent auditor’s report is Glenn Keaney. 

For and on behalf of 

KPMG 
Tauranga 

29 May 2024 
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